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Professional Notes 


Freedom for Trustees 

THE TRUSTEE INVESTMENTS Act, 1961, which came into 
force early this month, liberates trustees from the obli- 
gation to restrict their investments either to the specific 
terms of the trust or to a list of fixed interest securities 
which, despite some amendments, was out of date before 
the recent fall in the value of the pound. Now, broadly 
speaking, they may split the funds at their disposal into 
two equal parts, of which one must be invested within 
a restricted list, mainly Government securities, while the 
other may be placed within a much wider list including a 
large range of ordinary shares. Individual investments in 
the latter group may be made only after seeking compe- 
tent advice. The new Act is purely permissive, and it does 
not affect the specific terms of trusts set up after it became 
effective. It will, however, apply under new intestacies 


and in other cases where no provisions are made as to 
investments. Many trustees of large restricted trusts have 
already obtained additional powers from the court, and 
it would seem that they can choose whether to work 
under the court rule, to adopt the provisions of the Act 
or to apply for a new rule. 

Where an existing trust gives a positive power to invest 
in certain specified securities or to retain part of an 
original estate—for instance, shares in a company in 
which the testator was interested—these may be set aside 
separately and the remainder of the estate invested under 
the 50-50 rule. This presumably applies where such 
powers have been granted by the court. 

A very welcome amendment to the Bill substituted the 
phrase ‘“‘a person who is reasonably believed by the 
trustee to be qualified by his ability in and practical 
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experience of financial matters’ to 
give advice on investment in wider 
range investments. Responsibility is 
thus placed on the trustee to make a 
wise choice of adviser, and no attempt 
is now made to list technical qualifi- 
cations which such a person should 
possess. This is certainly right, but 
it may give rise to substantial un- 
certainty as to what constitutes 
‘proper advice’’, and in consequence 
to additional appeals to the court. 

A large number of trustees, in- 
cluding, perhaps, local authorities, 
will have prepared in advance for the 
adjustment of their portfolios by sell- 
ing long or medium-dated govern- 
ment stock and taking shorts. Even 
so, many have evidently awaited the 
granting of full powers in order to 
switch from the Funds into equities. 
The effect on the market was a very 
marked fall in the former and an 
even larger percentage rise in the 
latter. However, within a week of the 
coming into force of the Act the 
position had been restored almost to 
that ruling at end-July. No doubt 
there will be further adjustments 
over an extended period, but the new 
powers have become available at a 
time when the advantage of a sub- 
stantial switch is less evident than it 
was during the years of rising 
equity prices. 


Unit Trust for Trustees 
A NEW UNIT trust has been set up by 
the M. & G. group. It is open to all, 
but is particularly designed to help 
trustees. Under the new Act trustees 
are still precluded from investing in 
a number of small British companies, 
in new companies and in overseas 
concerns. The new trust will bridge 
this gap. Units will of course form 
part of the second (wider range) class 
of investments in which not more 
than half the fund may be placed. 
The new trust has certain unusual 
features which seem advantageous. 
The initial charge for management 
will be a lower percentage on large 
amounts than on small, and the 
annual 1unning charge will fall as the 
size of the trust grows. A further 
feature, apt to appeal to trustees, is 
that capital profits on the investments 
of the unit trust will be retained in 
the fund by the managers, and so 


benefit the remainderman, while 
dividends and tax-free capital dis- 
tributions, other than those arising 
from a reduction of capital, will go to 
the holder for the benefit of the life 
tenant. 

The M. & G. group has a good 
reputation, and it already runs a 
trust for charities. The present offer 
may well appeal to some trustees as 
a means, if the fund is small, of 
obtaining a reasonable spread and, 
if it is large, of getting more diversifi- 
cation than is possible by direct 
investment. 


In Search of a Policy 

THE FOURTH REPORT of the Council 
on Prices, Productivity and Incomes, 
the second under the chairmanship of 
Lord Heyworth, indicates that the 
Council is converted to the view that 
the pull of excessive demand and the 
push of rising costs are jointly res- 
ponsible for inflation, and that the 
Government must therefore tackle 
both as well as stimulating produc- 
tivity. So far no country has found 
an ideal solution to these problems, 
but Britain has done less well than 
some others. Investigation has shown 
rapid increases in production when 
prices were stable or even falling as 
well as when they were rising. But 
British opinion has held the opposite 
view. In this frame of mind “keeping 
deliveries up is more important than 
keeping costs down; in negotiations 
about pay, the rise that will bring a 
settlement does not seriously threaten 
profits, but a strike does.”’ In practice 
it is found that, both here and else- 
where, profits have risen as much as 
pay, and both have now to be con- 
tained if inflation is to be halted and 
its resumption avoided. 

Before its positive recommenda- 
tions the report puts in a word for 
more information—and better and 
speedier information—on earnings, 
orders and stocks. On raising pro- 
ductivity, it is suggested that some- 
thing may be learned from the French 
experiment of the Commissariat du 
Plan, under which exchange of in- 
formation on capital plans through- 
out industry has helped to avoid both 
unemployment and surplus capacity. 
The report advocates more shift 
working, the necessary labour being 


drawn from the less efficient units. In 
the equipment-making industries, in 
particular, there should be some 
concentration on reducing costs, 
partly by higher specialisation rather 
than by mere growth through diver- 
sification. The object of investment 
should be not merely higher sales but 
increased productivity, and the atmo- 
sphere to be created is one in which 
this increase would be maintained 
despite some fluctuation in consump- 
tion. Restraint on the rise in money 
incomes can be achieved by action 
against price maintenance and by 
reducing import duties. On the ques- 
tion of the general rise in money 
incomes year by year, one suggestion 
is for a projection of the expected rise 
in national productivity, that is, an 
indicator of the expected pace of 
growth of the economy, to act as a 
guide for planning production, for 
fixing prices and profit margins and 
for settling wages and salaries. 


Clients Short of Funds? 

Financing Your Business (published by 
the Engineering Industries Associa- 
tion, 9 Seymour St., London, W.1, 
price 5s.) attempts to describe in 
simple terms the various types of 
finance which might be used to help 
a business to develop profitably. 
Although the booklet deals mainly 
with methods of obtaining external 
funds (from banks, insurance com- 
panies, building societies, the Export 
Credits Guarantee Department, the 
Amstel Club, hire purchase, the 
government, and so on), the possi- 
bility of finding the money without 
going outside is also considered. Cer- 
tainly this is a useful handy guide— 
fully worth five  shillings—which 
might well be found upon the 
accountant’s desk, whether he is in 
practice or industry. Finance for 
Farmers and Growers (free from 
Martins Bank Ltd.) bears the sub- 
title: ““How can we help you?” The 
first two or three pages are devoted 
to the advantages of banking accounts 
and to facilities regarding which ac- 
countants need little reminder. The 
remainder of the booklet describes, 
in surprising detail, the financial aid 
available to farmers and growers— 
over thirty pages being devoted to 
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grants and suchlike forms of assis- 
tance. 


Cheaper Tax Collection? 

AFTER A GAP of some twenty-three 
years, the question of the costs of the 
Inland Revenue has been brought up 
again, this time by the Select Com- 
mittee on the Estimates in its seventh 
report. A special sub-committee took 
evidence from nine bodies, of which 
five represented some aspect of the 
general public. It also considered the 
findings of the internal committee set 
up in 1948 under the chairmanship of 
Sir Eric Bamford, and visited the 
offices of the Westminster No. 1 and 
Millbank tax districts. Its general 
conclusions are that Inland Revenue 
officers carry out their complex task 
efficiently and with full regard for the 
individual taxpayer, that it is only by 
substantial changes in the tax system 
that real savings will be possible, but 
that scope exists for effecting some 
economies within the existing set-up. 

The principal recommendations 
are that there should be a greater use 
of costing as applied to the collection 
of individual taxes, and that in con- 
sidering proposals for new taxes more 
attention should be paid to the cost 
of collection. In particular, the 
method of collecting Schedule A 
income tax should be reviewed im- 
mediately, as the cost under this head 
is about three times the average for 
the whole Inland Revenue, and is still 
rising. 

On the subject of assessment, the 
Committee suggests adoption of the 
recommendation of the Royal Com- 
mission on the Taxation of Profits 
and Income in its final report that all 
powers and functions relating to 
assessment should be transferred 
from the General Commissioners to 
the officers of the Inland Revenue. 
Accountants and others dealing with 
assessments will be particularly 
pleased by a recommendation that 
the concentration of these in Novem- 
ber and December should be spread 
over an extended period, as seems 
perfectly possible, with a reduction 
in the number of provisional assess- 
ments. It should also prove possible 
to transfer assessment of liability to 
profits tax to local Inspectors, thus 
cutting down staff. The Royal Com- 


mission concluded that no objection 
of principle need prevent the de- 
centralisation of at least a part of 
surtax assessment and collection; 
the measures in the last Budget will 
overcome the difficulties of staff 
shortage in the Inspectorate. The 
Committee, therefore, recommends 
that within the next eighteen months 
the Board of Inland Revenue should 
examine the possibility of decentrali- 
sation. 

There follow a number of recom- 
mendations for concentration of 
work in the Inspectors’ offices, for 
more London Provincial Offices, 
for greatly increased mechanisation 
(a part consequence of concentra- 
tion), and for economies in the 
collection of tithe redemption an- 
nuities. Finally, there are a number of 
important recommendations for 
simplifying explanatory memoranda 
sent out to the taxpayer; for review- 
ing both the content and design of 
the forms he receives, and for per- 
mitting him to have all notices sent 
to his agent. Actual reform of the tax 
system was outside the scope of the 
inquiry; but, apart from the specific 
reference to reform as a means of 
reducing costs, there are frequent 
references to the complexity which 
at every stage adds to the labour of 
the taxpayer, his adviser and the 
Inland Revenue. 


Controlling Public Spending 

IT WAS NO accident that the publica- 
tion of the Plowden Report (Control 
of Public Expenditure, Cmnd. 1432: 
H.M. Stationery Office, 1s. 9d.) was 
timed to precede the Chancellor’s 
“July Budget.” The Committee, set 
up by his predecessor, came into 
being as a result of a recommenda- 
tion of the Select Committee on Esti- 
mates and was charged to report on 
the theory and practice of Treasury 
control of expenditure. Much of the 
report is devoted to control by the 
departments, the Treasury and Parlia- 
ment, but the Group went further and 
looked at the whole question of the 
planning of total government expen- 
diture. Whether one believes in large- 
scale government planning or not, it 
must be agreed that if done at all it 
must be done as intelligently as avail- 
able techniques permit. One outcome 


of this investigation is to bring out 
that, while the handling of public in- 
vestment and of the annual estimates 
is done against the background of the 
general financial position, public ex- 
penditure throughout the year is based 
on piecemeal decisions. Total ex- 
penditure of the public sector now 
amounts to some 42 per cent. of the 
gross national product. The report 
advocates a system of five-year “‘for- 
ward looks” covering the whole sec- 
tor, and the evolution of methods to 
ensure that whatever level of expen- 
diture is considered right should not 
be exceeded. Unfortunately for the 
planners, existing techniques and the 
general mutability of human affairs 
make it impossible to maintain a firm 
plan for so long, but the authors of 
the report believe that a useful ap- 
proximation can be reached. The 
plan, when framed, would not be 
published, because it is doubtful 
whether any government would con- 
sent to reveal its assumptions con- 
cerning such things as employment, 
wages and prices. So the plan has to 
be accepted blindfold and has, ap- 
parently, to be made without the 
co-operation of either side of indus- 
try, let alone the general public. It is 
difficult to square this with the final 
reference in the report to the need to 
promote greater public interest in the 
priorities of expenditure and to stimu- 
late academic thought on the subject. 
But the fact remains that a plan which 
was altered only in case of extreme 
emergency would do less harm than 
the recent chopping and changing 
in an attempt to cure short-term 
troubles. There will be widespread 
agreement with the Group’s find- 
ing that this may make things worse. 
Plans need not be absolutely rigid, 
but the reasons for change must be 
specific to the item to be altered. 
Granted that the authorities accept 
these requirements, there must be im- 
provement in the tools available to 
the government machine, starting 
with simplified estimates—already in 
being — and clearer Exchequer ac- 
counts, which are in course of pre- 
paration. 


Organisation and Management 
PARTS TWO AND THREE of the Plow- 
den Report are concerned with 
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control of expenditure by the depart- 
ments and the Treasury on the one 
hand, and by Parliament on the 
other. The report firmly rejects the 
three major proposals for reform of 
Parliamentary control, namely, bud- 
gets over a period longer than a year, 
the abandonment of cash accounting 
and the proposal that Parliament 
should sanction any commitments 
beyond what is implicit in existing 
processes of supply and legislation. 
It is on the question of management 
that the report makes really valuable 
suggestions. Management covers the 
preparation of material on which 
decisions are taken, efficiency in 
carrying them out, cash-conscious- 
ness at all levels and, not least, the 
provision of special skills, scientific, 
statistical, accounting, organisation 
and methods, and so on, for handling 
particular problems, and the training 
and selection of staff at each level of 
responsibility. The authors suggest 
that the Permanent Secretary should 
devote considerable time to these 
matters, which are as important as 
the advice tendered to the Minister. 
The responsibility for developing 
management services should rest on 
the Treasury, but its success must 
depend on the co-operation of the 
departments. Those with large nation- 
wide organisations already realise the 
need for such services, but the others 


are not sufficiently aware of the con- 


tribution which management can 
make. In the case of the hospital ser- 
vice in particular, the surface has 
scarcely been scratched on such 
matters as work study, O. and M. 
and costing. 


Currency Design 

MR. J. H. JAMES, Deputy Master of the 
Royal Mint, in his third report,* 
again has something fresh to say 
about our currency. Two years ago 
(see ACCOUNTANCY for November, 
1959, pages 578-9) he wrote on what 
sort of coins the public ought to 
want, and last year (ACCOUNTANCY 
for December, 1960, pages 704-5) he 
praised the plastic coin, although he 
did not suggest its adoption here. 


* Ninety-First Annual Report of the 
Deputy Master and Comptroller for the 
Year 1960 (H.M. Stationery Office, 7s.). 
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This year he gives a history of the 
now defunct farthing and then dis- 
cusses the artistic defects in the coin- 
age of today. Admitting deteriora- 
tion, he attributes this, first, to the 
quality of reproduction and, second, 
to the designs themselves. He finds it 
very odd that, at a time when more 
and more people go to look at 
pictures which they cannot hope to 
possess, they should pay so little 
attention to the coins they use daily. 
He suggests that the lack of any 
expressed desire for a particular 
form of art is in part the cause of its 
decay. 

Reproduction, however, the 
concern of the Mint, and Mr. James 
is already busy trying to secure im- 
provements in this field. He does not 
believe that interposition of the 
reducing machine between the origin- 
al artist and the final die need be 
harmful. It is a question of giving 
sufficient encouragement to those 
who engrave the finish to the die, 
persuading them to make original or 
quasi-original contributions, and 
bringing them once more “into 
natural confraternal purpose with 
artists.” If the result is to make 
possible the production of millions 
of coins without loss of the quality 
which characterised our coinage 
when the numbers produced were 
much smaller, we shall owe a sub- 
stantial debt to Mr. James. 


Floating Charges in Scotland 

THE VARIOUS RECOMMENDATIONS, dealt 
with on page 505 of ACCOUNTANCY 
for September, 1960, concerning the 
creation of floating charges in Scot- 
land have at last borne fruit. Some 
months ago a private member’s Bill 
was presented, and it hasnow become 
law as the Companies (Floating 
Charges) (Scotland) Act, 1961. 

The reform was supported by The 
Institute of Chartered Accountants of 
Scotland, the Industrial and Com- 
mercial Finance Corporation, and 
other bodies. The Act implements 
recommendations of the Law Re- 
form Committee of Scotland, set 
out in the Professional Note of 
September. It states specifically: 
“For the avoidance of doubt it 
is hereby declared that a floating 
charge shall, subject to the Act of 


1948, have effect in accordance with 
this Act in relation to any heritable 
property in Scotland to which it 
relates, notwithstanding that it is not 
recorded in the Register of Sasines.” 
This last point has been one of the 
stumbling blocks in the past. 


Shorter Notes 


P. D. Leake Research Fellowship 

The Institute of Chartered Accountants 
in England and Wales, as Trustee of the 
P. D. Leake Trust, is informed that Mr. 
T. W. McRae, C.A., A.C.W.A., has been 
appointed to a P. D. Leake Research 
Fellowship tenable in the University of 
London, at the London School of Eco- 
nomics and Political Science, for the 
academic year 1961/62. Mr. McRae 
proposes to conduct research into “the 
effect of electronic computing tech- 
niques on the future of accounting.” 


P.W.L.B. Rates Raised 

Following the fall in prices in the gilt- 
edged market as a result of the higher 
Bank Rate, the Treasury, as from 
August 5, has increased the rates 
charged to local authorities on money 
borrowed through the Public Works 
Loan Board from 63 to 74 per cent. for 
loans up to 15 years; from 64 to 7 per 
cent. for over 15 years but not exceeding 
30, and from 6} to 7 per cent. for more 
than 30 years. 


More Lucrative Tax Reserve Certificates 
The rate obtainable on the current 
(ninth) issue of Tax Reserve Certificates 
has been raised from 3 per cent. to 34 
per cent., after being as low as 2} per 
cent. within the past year. The higher 
rate applies only to certificates pur- 
chased on or after August 12. At this 
level the return, grossed up at the stan- 
dard rate of income tax, is £5 14s. 3d. 
per cent. 


The address of ACCOUNTANCY 
is 


MOORGATE PLACE 
LONDON, E.C.2 
Telephone: Moorgate 5644 
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A 12-MAN FIRM HAS FOUND ICT 
40-COLUMN EQUIPMENT PROFITABLE 


Punched cards are not the prerogative of large 
firms. Some I-C-T 40-column users employ over a 
thousand people; others as few as twelve people. 
But in all these firms, I-C-T punched card machin- 
ery is doing quickly and efficiently the job of 
saving time and money. 


Where I'C’T 40-column 
equipment can help YOU 


It will mechanise your sales and purchase account- 
ing, and produce your statistical records. This 
small punched card unit will tackle stores and 
stock control, invoicing, payroll, hire purchase 
accounting, expenditure control and costing; in 
fact, it will help you wherever you need accurate 
accounting and statistical information quickly. 

The equipment can be delivered promptly; it 
occupies very little space; it is easy to install, 
and simple and very inexpensive to operate. You 
may find that the basic punched card machines— 
Auto Punch, Sorter, and. Tabulator—will meet 


your present needs. Butifat any time the volume 
and complexity of your work grows, other ma- 
chines in the range—Summary, Reproducing, and 
Electronic Multiplying Punches; Interpolators 
and Interpreters—are there to ensure easy, rapid 
and economic expansion. 


Write to us at 'C’T 


We have over half a century of data processing 
experience behind us—and this is at your service. 
We will be glad to discuss your problems with you, 
and make a survey for you, without obligation, to 
see where a 40-column punched card system 
could help your business. 


I'C-T manufacture 21-, 40-, 80- and 160-column 
punched card equipment, as well as small and 
medium-size computers operated by punched cards, 
punched paper tape, or magnetic tape. 


International Computers and Tabulators Limited 


149 Park Lane, London Wl. Telephone: HYDe Park 8080 
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The first inflated 
tyre in 1884 was 
tubeless. The 
idea was revived 
and earlier problems 
overcome in 1954. 
Over 150,000 are now 
made in Britain every 
week. 


Kalamazoo also 


have brigh ideas! 


2 Analysis 


Solve any problem, from few headings to 
thousands. Sales analysis can be auto- 
matic. No listing. No writing out 
headings. 


15 Plant and Tools 


Know the history of each. Get Tax 
allowance and maintenance costs. 


17 Statements, Sales 
Ledger and Journal 


Complete all three simultaneously. 
Prove postings daily. Mail statements on 
Ist. 


29 Cheques 


Write cheque and cash book simul- 
taneously. Saves time, improves 
accuracy. 


To: KALAMAZOO Lrtp. 
| NORTHFIELD | 
BIRMINGHAM 31 | 
i Please let me have details of the items | 

ticked without obligation. | 
Please tick 2 15 17 29 | 
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Name of Company. 


Address 


AC 861 


The HALIFAX 


for strength 
and security 


ASSETS 
£500,000,000 


Investments accepted 
from £10 to £5,000 


Easy withdrawal 


HALIFAX 
Paid-up Shares 


| 


as from ist December, 1961 facilities 
Income Tax paid by Deposits in the 
the Society Society are 


Trustee Investments 


HALIFAX 
BUILDING SOCIETY 


HEAD OFFICE: HALIFAX YORKSHIRE 


London Offices: 51 STRAND, W.C.2 
62 MOORGATE, E.C.2 136 KENSINGTON HIGH STREET, W.8 


YOUR 
ACCOUNT COVERS 


MAY EXPRESS YOUR 
PRESTIGE AND STANDING 


Write for details of our range of quality covers. 


SHAW & SONS LTD. 
LAW & GENERAL PUBLISHERS & STATIONERS 
7, 8 & 9 FETTER LANE, LONDON, E.C.4 
EST. 1750 TEL. NO. : FLEET STREET 8171 
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EDITORIAL 


General Principles of Auditing 


in England and Wales of the first of a series of 

Statements on Auditing (reproduced on pages 488-91 
of this issue of ACCOUNTANCY) represents an entirely new 
departure. There have been Recommendations on Account- 
ing Principles, publications on professional conduct and 
various technical statements, but never before has the 
Institute attempted to lay down general principles of 
auditing. No suggestions are made for changes in the law. 
Yet there seems little doubt that the statements will per- 
manently influence auditing standards in this country. 

It is all too easy to look upon auditing as a technique 
which is unchangeable; to adopt the same methods as in 
the previous year, relying upon an audit programme laid 
down in the audit notebook by the founder of the firm; 
to cling to case law decided in an era of gas-lighting and 
hansom cabs. Textbooks, showing an unwillingness to set 
a lead and a satisfaction with antiquated methods, have 
assisted little. But real and important changes in practice 
have taken place in recent years. 

On the legal responsibilities of auditors, the problem 
of keeping up to date is further complicated by the prac- 
tical need to avoid running too far ahead of the law in 
the attempt to set high standards. The Statement has been 
settled in consultation with counsel, for two reasons which 
may appear at first sight to be in conflict. First, it would 
obviously be wrong and dangerous to issue a Statement 
which failed to cover the full extent of an auditor’s legal 
responsibilities. But secondly, it would be equally unwise, 
if not disastrous, to lay down principles far in advance of 
current legal demands. That might amount to providing 
a yardstick which members would be unwilling or unable 
to measure up to, while at the same time seeming to 
conflict with the maxim rightly laid down in the preamble 
to the Statement that “Each auditor must decide for 
himself the nature and extent of the work which is neces- 
sary in order to enable him to discharge the responsibility 
he has undertaken.” It may yet be found that members 
who rely upon auditing textbooks written before the 
Companies Act, 1948, and who have failed to keep abreast 
of modern developments, will view the Statement with 
some concern, considering—quite wrongly—that they 
have been burdened with new duties, whereas in fact they 
have only been made aware of responsibilities which were 
already theirs. 

On matters of internal control, the Statement is forth- 
right. It underlines the responsibilities of directors for the 
accounts and financial control of the company and their 
statutory duties to see that adequate records are kept and 
annual accounts prepared showing the true and fair view 
required by the Act. It points out that the-auditors cannot 
protect them from any shortcomings in carrying out these 
responsibilities. And it gives the warning that, if the 


Te issue by The Institute of Chartered Accountants 


directors do not carry out their duty properly, not only 
may this influence the terms of the auditors’ report but 
the auditors may be involved in abnormally extensive 
checking, at the expense of the company. Throughout, 
the Statement emphasises that the auditors cannot and 
should not function as a substitute for proper manage- 
ment control. However, it is the auditors’ function to see 
that a proper system of internal control exists. By “‘in- 
ternal control” is meant not only internal check and 
internal audit but the whole system of controls, financial 
and otherwise, established by the management in order 
to carry on the business of the company in an orderly 
manner, safeguard its assets and secure as far as possible 
the accuracy and reliability of its records. 

Extensive detailed checking is no substitute for a 
proper review of internal control. In fact, auditors are 
recommended “to reduce their detailed checking to a 
minimum consistent with the system of internal control 
and the state in which they find the records. If their 
enquiries and tests satisfy them that the system is sound 
in principle and is carried out in practice then no useful 
purpose is served by extensive detailed checking.” 

The suggestion of the Statement is therefore that audit 
procedures should be based primarily on an appropriate 
series of tests designed to satisfy the auditors that the 
system of internal control is properly operated and is 
effective, so that the records can be regarded as a reliable 
basis for the preparation of accounts. 

Examinations “in depth”, on which the Statement puts 
emphasis, involve tracing a transaction through its various 
stages from origin to conclusion, examining at each stage 
to an appropriate extent the vouchers, records and autho- 
rities relating to that stage and observing the incidence of 
internal check and delegated authority. In addition to the 
normal annual audit procedures covering all activities, it 
is considered sound practice to select each year, for a 
more intensive review, one of the main aspects of the 
activities of the business—for example, sales, wages, or 
payments to suppliers. 

It will be interesting to study the effects of this State- 
ment upon practice. Even more interesting are likely to 
be the effects of future Statements. What, forinstance, will 
the Council have to say about the verification of stock-in- 
trade? The first Statement on Auditing emphasises the 
need for clear and unequivocal reports, and lays great 
stress upon internal control. But we have probably not 
heard the last of these problems. Statistical sampling 
techniques, depreciation, and the treatment of fixed assets 
generally might also form the subjects of detailed State- 
ments, which would be well received. Certainly there is 
room for further study. Auditing, though a main occupa- 
tion of the professional accountant, has for too long been 
neglected as a subject for new thought. 
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Accounting for Foreign Branches 


By D. J. Cumming, F.C.A. 


ALTHOUGH ACCOUNTING FOR foreign branches is compli- 
cated by many factors, fundamentally the same book- 
keeping principles apply as in the case of branches which 
are in the same country as their head office. From an 
accounting point of view, however, the fact that a 
foreign branch maintains its records in a different 
currency from that of its head office gives rise to prob- 
lems of recording and conversion in head office and in 
the branch. The main purpose of this article is to examine 
these problems and to outline some methods by which 
they may be dealt with in practice. 

Whilst the principles and their application would 
apply equally to situations where head office and 
branches are in different foreign countries, or the branch 
is in the U.K. and the head office abroad, it will be 
assumed that the head office is in the U.K. and the 
branch abroad, and the terms sterling and currency will 
be used to denote their respective currencies. 

Returns made by a branch for management accounting 
purposes will not be referred to, since these are matters 
common to both home and foreign branches and are 
outside the scope of this article. 


Accounting Systems 

Before considering the foreign exchange aspect of foreign 
branch accounting, it is appropriate to examine the con- 
siderations that determine the accounting system to be 
adopted in a foreign branch. The system must, of course, 
be designed to provide the head office with all the infor- 
mation it requires, both to incorporate the branch’s 
trading results in the company’s trading and profit and 
loss account and its assets and liabilities in the company’s 
balance sheet, and also to supply such information as is 
required for head office and local management control 
purposes. The accounting procedures to be adopted will 
be determined largely by the nature of the branch; it may 
be a liaison office with expenditure confined to branch 
expenses, or it may be a merchanting or a manufacturing 
branch, or a combination of both, with full cost and 
financial records. Local regulations may influence the 
decision by imposing statutory requirements in regard to 
registration of the branch, the legal books that have to be 
kept, and the form and content of its accounts. To some 
extent, especially in the initial stages of a new branch, the 
capabilities of the staff available to man the branch will 


affect not only the degree of self-accounting which may 
be applied but also the type of system to be adopted. 
Although a branch may be sufficiently large to justify a 
system of mechanised bookkeeping, the lack of competent 
staff and difficulties of machine maintenance may 
necessitate the records being handwritten until staff have 
been trained and facilities become available. The decision 
as to the accounting nature of the branch may, therefore, 
be simple or it may be complex, and may result in a 
branch merely operating a simple imprest cash account 
or in a self-accounting unit with its own complete set of 
records and detailed accounts for fixed assets, stocks, 
debtors, etc., and considerable analyses of expenses. 

Before attempting to examine, in detail, the principles 
to adopt in converting foreign branch accounts it might 
be as well to state, briefly, that their object, broadly 
speaking, is to produce figures which represent a fair 
measure of the value, in terms of sterling, of the branch 
assets and liabilities whether fixed or current and its 
trading revenue and expenses. 


Accounting between head office and branch 

To record the dealings between the head office and the 
branch each should maintain, in respect of the other, a 
capital account and a current account, the former em- 
bracing transactions of a fixed nature and the latter those 
of a current nature. 

The branch capital account in the books of head office 
should be debited with the value of assets transferred to 
the branch, together with any remittances for the purchase 
of fixed assets and for working capital at the rate of 
exchange ruling on the date of transfer or remittance. 
The account should be debited or credited, as appropriate, 
with the profit or loss of the branch at the average rate 
for the period concerned. It should be credited with 
remittances from the branch in respect of profits and, 
where necessary, debited with remittances from head 
offices to make good losses, in each case at the rate ruling 
at the date of the remittance. The balance on the capital 
account will, therefore, be ata composite rate, having been 
debited or credited over a period with transactions at 
varying rates of exchange. Where fixed asset accounts are 
maintained at the branch a memorandum account should 
be kept at head office to record in currency and sterling 
the transactions regarding fixed assets in order to estab- 
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lish for the company’s accounts the gross and net asset 
values and the totals provided for depreciation. 

The branch current account will record the day to day 
transactions between head office and the branch in respect 
of which reimbursement is expected. The current 
account in the head office books should be debited with 
sales and charges for expenses incurred on behalf of the 
branch and should be credited with remittances on 
account of these items and with commission earned by 
the branch on. sales made by the head office direct to 
customers in the branch’s territory. Where transactions, 
such as sales, are numerous it may be advantageous for 
separate current accounts to be maintained in respect of 
sterling and currency transactions by both head office 
and branch. 

To facilitate the reconciliation of the accounts and the 
ascertainment of exchange difference it is often useful to 
maintain the branch capital and current accounts and 
the fixed asset accounts in columnar form to provide in- 
formation in sterling and currency side by side. 

The basic principle for the conversion of fixed assets 
is that the assets should appear in the books of either the 
head office or the branch, as appropriate, at their original 
cost. Where, therefore, fixed assets are to be held in the 
branch books, the cost of those assets purchased in 
sterling by the head office and transferred by it to the 
branch should be converted by the branch at the rate 
ruling at the date of the transfer. Where fixed asset ac- 
counts are not maintained by the branch the cost of any 
such assets as may be purchased by the branch should be 
transferred to the head office at the rate ruling at the date 
__ Of the purchase or, if purchases are spread over a period, 

at the average rate for that period. The original cost of 
fixed assets may, therefore, become an amalgamation of 
a number of purchases at varying rates. In order to enable 
depreciation to be calculated accurately, separate accounts 
may be necessary for individual assets or for groups of 
assets, depending on the character of the assets and what 
is administratively possible. The calculation and con- 
version of the charge for depreciation will then be done at 
the rate applicable to the asset, or at the amalgamated 
rate applicable to the group of assets concerned. Sales 
will also be converted at the appropriate rate for the 
asset or group of assets concerned. 

Transfers of stock may be made to the branch on out- 
right purchase terms or on consignment, in both cases 
the branch making sales ex these stocks; sales may also 
be made by head office direct to a customer in the area, 
the responsibility for collection remaining with head 
office and the branch being credited in current account 
with overriding commission. In the case of products sold 
to the branch on outright purchase terms and sales ex 
consignment stocks, conversion of the sales for the 
purpose of crediting or debiting, as appropriate, the head 
office and branch current accounts should be at the rate 
ruling at the date of the sale or the average rate for the 
period. 

Where the branch is invoiced in sterling the remittances 
to head office on account of sales should be shown, in the 
branch books, at the actual cost of the sterling remit- 
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tances. Where forward currency cover, which is referred 
to later, is not taken out, periodic adjustments may have 
to be made to the branch liabilities where accounts or 
returns are submitted to head office between the date of 
the sale and the date of payment and there have been 
changes in rates. Remittances in respect of invoices in 
currency will, of course, in the branch books be recorded 
at the actual amount of the currency. 

The same procedure will apply to sales made to head 
office by the branch, in the head office books the branch 
being credited with the sterling amount in the case of 
sales in sterling and with the sterling equivalent of sales in 
currency. If currency receipts are not sold forward, the 
head office may have to make adjustments to the sterling 
amounts shown in its books in respect of such sales in 
currency. 

Where a branch is responsible for the collection of 
amounts due to head office in respect of sales made to 
customers in the branch’s area, the sales and the branch’s 
remittances can be dealt with through the medium of the 
current account or by means of a memorandum account 
on the same basis as the current account. Remittances 
will be recorded at the actual cost of the remittance or 
proceeds of the remittance, as appropriate. Other debits 
and credits should be converted at the rate ruling at the 
time of the transaction but in practice a rate for such 
transactions is often laid down periodically. 


The amalgamation of head office and branch accounts 
The returns made by the branch to its head office may 
vary from a cash statement to a trial balance or a formal 
trading and profit and loss account and balance sheet. 
The integration of the cash statement involves only a 
credit to the branch current account of the expenses 
incurred and debits to the appropriate nominal ledger 
expense accounts and, if the branch has receipts, a debit 
to the branch current account and credit to the appro- 
priate head office account. In the case of branches sub- 
mitting a trial balance or trading and profit and loss 
account and balance sheet, it may not be necessary for the 
branch assets and liabilities, revenue and expenditure to 
be integrated into the books of the head office. If actual 
integration is not carried out it will be necessary for this 
to be done on a memorandum basis for the purpose of 
the company’s statutory annual accounts. The simplest 
method of integrating the branch accounts with those of 
head office is by means of a columnar schedule having 
columns for head office and the branch, with final col- 
umns for the combined figures. In the final column the 
branch capital and current accounts will, of course, be 
eliminated. The procedure will, in point of fact, be very 
similar to the consolidation of the accounts of a sub- 
sidiary with those of its holding company. 

Whether the medium of consolidation is a branch trial 
balance or a trading and profit and loss account and 
balance sheet, the principles of conversion are very much 
the same and for the purpose of examining the procedure 
it will be assumed that the medium is a trial balance. 

The currencies of the world fall into two broad 
categories, those where the currency remains reasonably 
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constant in terms of sterling and those where the rate 
of exchange fluctuates considerably. In recent years most 
of the European currencies and the currencies of the 
countries in the sterling area have fallen within the first 
category, although from time to time various currencies 
have been devalued or revalued upwards. In the second 
category, many countries, particularly in South America, 
have in recent years seen a continuous depreciation of 
their currencies, with widely fluctuating rates during any 
given year. 

Branches in those countries where the exchange rate is 
either fixed, or so stable that a fixed rate can be adopted, 
present few problems either in regard to the integration 
of the head office and branch accounts or the transactions 
between them. The conversion, whether from sterling to 
currency or vice versa, in the books of head office or the 
branch, as appropriate, of all transactions other than 
remittances will have been made at the fixed rate. Remit- 
tances, which may or may not have been made at the 
fixed rate, will have been converted at the rate at which 
the remittance is actually made. Consequently, it will only 
be necessary for the head office to take to a difference on 
exchange account the difference on the trial balance, which 
will be the total of the differences between the rates at 
which remittances have been made and the fixed rate at 
which they have been debited or credited. At the end of 
the year the balance on the difference on exchange 
account will normally be transferred to the profit and 
loss account. Alternatively, the balance, if a credit, may 
be held as a provision against future losses or, if a debit, 
retained as a suspense debtor. The procedure in regard 
to incorporation of the branch figures into the head office 
accounts, if considered necessary, will follow the normal 
procedure as between a head office and a branch in the 
same country. 

In the case of branches in those countries where the 
exchange rate fluctuates, the conversion of the trial 
balance into sterling should be in accordance with the 
principles which have already been stated. The fixed assets 
and fixed liabilities, where these exist, should be shown 
at the sterling figure recorded in the head office books or, 
in the case of assets maintained in the branch books, at 
the sterling figure shown in the memorandum accounts to 
which reference has been made. The head office capital 
account in the branch books should also be taken in at the 
actual figure shown in the head office books. The branch 
current account balance will normally be taken at the 
rate ruling at the date of the balance sheet, except in the 
case of any sterling items which may be included in the 
branch account and which should be taken at their sterling 
figure. Where, however, forward exchange cover is taken 
out, the items involved should be taken in at the rate at 
which they have been booked. An analysis of the branch 
current account may, therefore, be necessary in order to 
arrive at the true sterling value of currency balance sheet 
items. Revenue and expenditure items, other than depre- 
ciation and amounts set aside as provisions, should be 
converted at the average rate for the period covered by 
the accounts. Depreciation should be converted at the 
composite rate applicable to the assets, and any pro- 


visions charged to profits should be converted at the rate 
ruling at date of the balance sheet. The opening stock 
will, of course, be at the rate ruling at the beginning of 
the year. When the individual items have been converted 
the sterling trial balance will be out of balance, consequent 
upon the different rates of exchange which have been 
employed. Normally, this difference will be taken to a 
provision account if a credit or, if a debit, written off in the 
profit and loss account. Where, however, the amounts 
are material they may be dealt with by debiting or 
crediting them to reserve. The balance on profit and loss 
account will not be at the rate ruling at the end of the 
year, as a result of the conversion of most of the items 
at the average rate for the period, and items such as the 
opening and closing stock, depreciation and provisions 
at rates other than average. It will be necessary to adjust 
the balance on profit and loss, for balance sheet purposes, 
to the rate ruling at the end of the year; this may be done 
by a debit or credit, as appropriate to the profit and loss 
account itself. 

Where there is a large number of foreign branches, a 
strict adherence to the foregoing rules for conversion 
would necessitate the keeping of such detailed records 
(for example, of the purchase costs and dates of purchase 
of fixed assets) that more practical and simpler methods 
are often adopted. One such method is to convert the 
branch accounts at the rate of exchange ruling at the 
balance sheet date. This has some merit, quite apart from 
administrative convenience, since it does mean that the 
head office interest in the branch is maintained on the 
basis of the latest rate of exchange. This procedure is 
adopted by some companies when preparing group 
accounts and is equally applicable to branches. The 
method is quite straightforward, and it is unnecessary to 
do more than draw attention to the main differences 
between this and the method which has already been 
described. In the case of fixed assets the opening sterling 
balances will be the closing sterling balances from the 
previous year’s balance sheet and will have been converted 
at the rate ruling at the end of the previous year. Any 
change in the rate of exchange between the two account- 
ing dates will necessitate an adjustment to the asset 
account—an addition if there is an exchange profit, or a 
deduction if there is an exchange loss. Sterling assets and 
liabilities (including the head office capital and current 
accounts) in the branch’s books which have a corres- 
ponding item in the head office books are taken at the 
sterling figure. Any difference between this and the ster- 
ling equivalent of the currency figures converted at the 
rate of exchange at the date of the balance sheet is taken 
to an exchange adjustment account. The profit and loss 
account items can normally be converted at the year-end 
rate, although if there has been a marked change in the 
rate during the year due, say, to a devaluation, it may be 
necessary to apportion the account between the periods. 
The necessity for this may depend upon the incidence 
of the remittances from the branch in respect of profits 
earned by it. The sterling amount of the opening stocks 
will be the same as that for the closing stocks at the 
previous year-end, so that any difference between this 
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figure and the sterling equivalent of the opening stocks 
at the present year-end rate of exchange will be part of the 
exchange profit or loss. Depreciation should be charged 
at the rate ruling at the balance sheet date. 

Where the differences on conversion arising on the 
above method are material, there is a case for taking the 
adjustments in regard to fixed assets and the branch 
capital account to capital reserve and the adjustments of 
current liabilities, including these on the branch current 
account, to revenue reserve. Where, however, capital and 
revenue reserves are not available these may be charged 
if a debit to profit and loss account, and if a credit to an 
exchange provision account or, alternatively, carried 
forward. The exchange difference on the profit and loss 
account as a result of the rate at which the opening stock 
is converted could well be charged to the profit and loss 
account itself. 


Forward exchange contracts 

One question that must be kept constantly under review 
is whether the risk of exchange should be covered by 
taking out forward exchange cover. A decision will largely 
be influenced by the cost of such cover. 

Where a head office invoices its branch in currency it 
may be considered prudent for it to safeguard or mitigate 
the risk of exchange and to sell the anticipated currency 
receipts for sterling on a forward basis. Similarly, if the 
head office purchases supplies from its branch on a 
currency basis it may be prudent to purchase the re- 
quired currency on a forward exchange contract. The 
same considerations apply where the branch invoices or 
is invoiced in sterling, when it may be wise for the branch 
to cover forward its future receipts and payments. 
Records will have to be kept for each forward exchange 
contract showing deliveries against the contract, exten- 
sions and the closing off of each contract. 

It is the practice in some organisations, where forward 
currency covering is the standard procedure, for invoices 
charged to branch current account to be converted at the 
forward currency exchange rate. 

The rates at which currency forward sales and pur- 
chases take place differ from the market rates for spot 
transactions, the degree of variation being determined by 
the extent to which the currency concerned commands a 
premium or suffers a discount on the foreign exchange 
market. In the case of currency which has to be sold 
forward at a discount, it is not sufficient for the head 
office, invoicing in currency and selling forward, to 
convert its established sterling prices into the amount of 
currency to be invoiced at the current spot rate, as it would 
thereby fail to secure ultimate sterling realisations. In 
order to do this it must use for the purpose the appro- 
priate forward rate. 


Devaluation 
The devaluation of a currency, which these days is not an 
uncommon occurrence, may present unusual problems as 
far as branch accounts are concerned. 

Where the sterling liabilities of the branch to its head 


office have not been covered by forward exchange con- 
tracts, or where the head office has not sold forward 
amounts due in currency from the branch, significant 
exchange differences may arise. Where fixed assets are 
maintained at cost no change is necessary to the rate of 
conversion, but the effect of the conversion of depreciation 
charges at a pre-devaluation rate may have a serious 
effect upon the branch profits and be out of line with post- 
devaluation conditions. If head office has reserves avail- 
able it may be advisable to write-down the value of the 
fixed assets to their value at the devalued rate of exchange 
and to charge the amount of the write-down to these 
reserves. Depreciation charged to profits will then be in 
keeping with the level of profits of the branch after de- 
valuation. At the same time, it may also be considered 
advisable to revalue the fixed assets in terms of local 
currency. In these days of continually rising costs this 
would probably result in a profit on revaluation of the 
assets which could be set off against the loss due to 
currency devaluation. There may, however, be local 
reasons which preclude a revaluation. In more than one 
country, for instance, the assessable profit is ascertained 
for taxation purposes by comparing the balance sheet 
figures of assets less liabilities with those shown in the 
previous year’s balance sheet, the difference being held 
to be the taxable profit, and a revaluation might therefore 
lead to additional taxation charges. 

As far as the profit and loss account for the period 
during which the devaluation occurred is concerned, an 
average rate including the devalued rate is often adopted 
for the period. Alternatively, it may be found preferable 
to prepare two accounts, one from the beginning of the 
year to the devaluation date (or the nearest appropriate 
point) and another from the devaluation date to the end 
of the financial year. These will then be converted at the 
pre- and post-devaluation rates respectively and will 
give a fairer result than an average rate over the whole 
period. A decision as to the method to be adopted may 
depend upon the incidence of the remittances of profit. 
Where profits are transferred at or after the end of the 
accounting period and subsequent to the devaluation, it 
might be considered appropriate to convert the whole of 
the profit and loss account at a devalued rate. 


Some practical difficulties 

Unrestricted movement of money is not always 
possible, and this gives rise to a number of practical 
points to which attention may well be drawn. 

In the first place, as far as sales by head office to 
branches in non-scheduled territories (that is, countries 
outside the sterling area) are concerned, United Kingdom 
exchange control regulations require that payment for 
exports must be received within six months of date of 
shipment (unless an extension of the payment period has 
been authorised by the Exchange Control authorities). 
Additional records are usually maintained and exchange 
control forms, certified by bankers, are required to be 
discharged for all shipments exceeding £2,000 f.o.b. in 
value, in order to provide evidence that payment has been 
received by an approved method and to ensure that the 
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relevant terms of payment are duly observed in accord- 
ance with the regulations and other authorisations. There 
are also extremely few countries which do not have some 
form of exchange control, whether scheduled territories 
(sterling area) or non-scheduled territories (non-sterling 
area). In some countries branches may only remit against 
specific invoices and debit notes, and it may even be 
necessary for the head office to draw a bill of exchange on 
its branch. In many countries it is also necessary to make 
actual remittances to the branch for amounts due to it in 
respect of commission earned on sales. 

Under this head, too, come such important matters as 
the extent to which the overseas exchange control regula- 
tions will permit the remittance of commercial debts, 
profits and dividends or the repatriation of capital. If 
these can only be remitted, say, in instalments over a pro- 
tracted period, the accountancy systems both of the 
head office and of the branch must be able to deal 
adequately with this situation. 


Audit 

The question of audit must also be considered. In the case 
of a liaison office with only an imprest cash account, this 
account with its supporting vouchers will be sent to head 
office, where both head office and the auditors will be 
able to carry out satisfactory checks. In the case of a 
branch with a more involved set of accounts, the audit 
may necessitate visits by a representative of the head 
office auditors. Where this is not practicable, arrangements 
are usually made for a local audit by an independent and 
local firm of auditors. In the latter case, where the branch 
returns are in the form of a trial balance or the more 
formal trading and profit and loss account and balance 
sheet, the head office auditors must be in a position to 
state that in accordance with the Companies Act, 1948, 
Ninth Schedule, proper returns, adequate for the purpose 
of the audit, have been received from branches not 
visited by them. They will also require to carry out such 
verification and valuation of the assets and liabilities and 
transactions of branches as is necessary to establish a 
true and fair view of the state of the affairs of the branch 
under audit. The trial balance or accounts must incor- 
porate, or be supported by, the information necessary to 
enable head office auditors to achieve these objects and 
to carry out the audit of the statutory accounts of the 
parent company incorporating those of the branch. Some 
form of certificate or report on the branch accounts will 
normally be required from the local auditors, in order 
that the head office auditors may be in a position to 
certify the company’s annual accounts. 

The export drive is a daily feature of the news and, 
although it is perhaps fair to say that at present only a 
limited number of organisations in this country are con- 
cerned with foreign branch accounting, the increasing 
attention that this country must devote to foreign markets 
makes it obvious that in future more and more concerns 
will be involved in the complexities of branch accounting 
and the ever changing problems of exchange and other 
regulations which are an inseparable feature of selling 
abroad. 
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Capital Gains—Tax 
or Loophole? 
A Letter from America 


RECENT SIGNS OF enthusiasm for a capital gains tax in the 
United Kingdom have caused much raising of eyebrows 
in the Pennsylvania Avenue bastions of the Internal 
Revenue Service in Washington. Among many of those 
who have studied the operation of this tax, adopted in 
its present form as a wartime measure in 1942, the 
attitude has seemed to be that anyone who wants this tax 
can have it. It is widely regarded as the most controversial 
part of the American tax system, and its revision or 
possible abolition has been one of the reforms discussed 
since the Kennedy Administration came to power. 

A particular weakness of the tax is its confiscatory 
effect in a period of general inflation. At such times 
almost any asset shows a gain when sold, but has to be 
replaced at the higher level of prices. The need to pay 
the tax as a lump sum, although the gain may have been 
accumulated over a number of years, has also given rise 
to demands for revision. It has been suggested that the 
assessment of the tax be spread over a period of five 
years, just as allowance is made for the averaging out of 
income tax on authors’ fees and other lump sum pay- 
ments. 

A fundamental criticism of the tax is that—like the 
heavy stamp duty on share transfers in the United 
Kingdom—it tends to make capital less fluid. In times 
like the last year or two, when stock market prices have 
gone down nearly as often as they have gone up, this 
argument loses some of its force; losses can be deducted 
from gains, and also from up to $1,000 of other income, 
before tax becomes payable. But at times when, as in the 
early ’50’s, capital values are shooting up, there is every 
incentive to retain existing assets rather than to suffer 
tax on the profit made upon the existing assets, and to 
switch into possibly more promising or more socially 
useful investments. In such periods the capital gains tax 
supports the formula for success of the Texan dowager 
who said, “I never lose money on the stock exchange. 
I never sell.” 

There is much that can be said against the capital gains 
tax in its present form, but there is no agreement on the 
ways in which it could best be improved. Most popular, 
in recent months, has been the suggestion that the 
ceiling of 25 per cent. should be removed. This would 
reduce the paradoxical nature of the present measure as 
a mitigation of income tax rather than an impost on 
untaxed gains. An extreme suggestion has been that the 
tax should be abolished entirely. But, with net realised 
gains running at about $5,000 million a year and with the 
instinct to squeeze the profiteer remaining so strong in 
the human breast, this would be unpopular with the 
electorate at large. 
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Assets over 
£94,000,000 
Reserves exceed 
£6,000,000 
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BUILDING SOCIETY 
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London Office Astor House Aldwych W.C.2. Tel: HOLborn 3681 
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FULLER, HORSEY, 


INDUSTRIAL AUCTIONEERS AND VAL UERS 


Plant and machinery valued for balance sheets, amalgamations, 
new issues, estate duty, fire insurances, etc. 


Auctions anywhere in the British Isles. 
Surveyors and valuers of factories, mills, wharves and warehouses. 


Estate agents for all industrial premises. 
All business conducted from the City of London 


10 LLOYD’S AVENUE, LONDON, E.C.3 


Telephone: ROYal 4861 (4 lines) 
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This booklet EUROPE AND 
You, which gives fuller in- 
formation, can be obtained 
direct or from the Manager 


gilt 
ofany branch of Lloyds Bank. 

Se... 


A word to 
British Manufacturers 
interested in Europe 


LLOYDS BANK can do much more than provide introduc- 
tions and information on markets, taxation, quotas, etc., 
for established or intending exporters. 

In Switzerland, France and Belgium, it offers the 
services of a British bank with English speaking senior 
staff who are well versed in the laws and ways of these 
countries. With branches at Geneva, Paris, Brussels, 
Antwerp, Bordeaux, Le Havre, Lille, Roubaix, Biarritz, 
Cannes, Nice and Monte Carlo, it also has carefully- 
chosen Correspondents throughout Europe. 


Advantages of a European Holding Company 
If you intend to manufacture in Europe it may be wise to 
establish first a Holding Company in Switzerland, which 
offers several very important advantages :— 


e Central situation 

e Sound currency free of exchange control 

e Taxation is low and can sometimes, by negotiation, be 
made even lower 

e Retained profits can be maximised and made free 
for further investment in Europe or elsewhere. 


oh LLOYDS BANK 
(FOREIGN) LIMITED 
10 MOORGATE, LONDON E.C.2 
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& For Landed Property 


VALUERS BUILDING SITES, REDEVELOPMENT 
PROPERTIES, SHOP INVESTMENTS 


Regional Estate Offices: 


LONDON 7 BAKER STREET Tel. weELbeck 0022 


IPSWICH 32 PRINCES STREET Tel. 56588 
HOVE 15 PALMEIRA MANSIONS Tel. 38936 
BOURNEMOUTH JACEY HOUSE Tel. 27247 
EXETER ST. STEPHEN’S HOUSE Tel. 59371 


COMMERCIAL UNION 


Assurance Co. Ltd. 


Chartered Accountants 
are invited to apply 
for Agency facilities 


Head Office 
24 Cornhill 
London E.C.3 


Branch Offices throughout the country 
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Control of Capital Expenditure—II 


By P. D. Reynolds, c.a. 


Project Evaluation 

THE FIRST ARTICLE in this series (ACCOUNTANCY, July, 
pages 397-404) considered procedures for the effective 
control of capital expenditure. At the heart of this 
problem is the decision whether or not to go ahead with 
any particular project. So much depends upon these 
decisions that it is not surprising that they are rarely 
delegated below Board level. There the directors can 
bring their trained judgment to bear upon factors which 
cannot always be clearly expressed quantitatively. This 
implies, as a pre-requisite, a clear economic assessment. 
The accountant must not only marshal information 
objectively, but must also present the evaluation clearly 
and effectively. This article considers the methods in 
most common use for evaluating capital expenditure 
projects. 

The accepted techniques fall into three categories: 

Return on investment; 
Payback period; 
Present value index. : 

Return on Investment is the expression- of annual 
profit as a percentage on the capital required to produce 
that profit. It is undoubtedly the most popular measure 
of profitability among industries in this country: it is 
used for interdepartmental and interfirm comparisons 
and even as a basis for bonus payments, as well as for 
assessing capital projects. It is simple to calculate and is 
easily understood by the non-accountant. The return 
can be compared directly with rates of interest on 
borrowed funds or with the earnings on employed 
capital of other companies, which can be read from 
published accounts. 

There are several variations in the method of cal- 
culation of return on investment: 

Profits are normally stated before tax, so that artificial 
variations due to changing tax rates are avoided. When 
anticipated profits vary from year to year an average 
figure should be taken, but sometimes the specific figures 
for the first two or three years may be used to calculate a 
separate return for each year. Another popular (but less 
logical) practice is to take the profits figure of an “ideal” 
year, when it is assumed that the plant is running at 
optimum capacity but no adverse changes have occurred 
in cost of production or selling price. 

Investment should include fixed assets and working 


capital. Practice is divided between taking fixed assets at 
their original cost and (more sensibly) at their average 
value—that is, the mean between original cost and 
residual value, if any, when the plant is worked out. If 
no residual value is anticipated the fixed assets element 
of the average investment will be exactly half the original 
investment figure. Another variation sometimes found, 
though hard to justify, is to treat the investment as the 
total value of all assets employed—in other words, not 
to deduct the relevant creditors from working capital but 
to take for this item the total of stocks, debtors and 
working cash balances. 

The chief shortcoming of the return on investment 
index of profitability is that it takes no account of the 
time element; a project on which profits were deferred 
could show the same return as one on which profits 
commenced immediately. Any form of return on invest- 
ment calculation which uses profit figures of an “ideal” 
year, or of a small selection of years, can be further mis- 
leading in so far as it would not reflect any losses in 
early years. 

Payback period is the time required for the initial 
outlay to be recouped out of annual “cash profits”, that 
is, profits less tax but before depreciation. This again is 
a simple criterion, for the most desirable project is the 
one that pays itself off most quickly. This method of 
assessment embodies some allowance for the timing of 
future profits, but has the disadvantage of ignoring what- 
ever occurs after the capital expenditure has been 
recovered. Since no one in his senses would incur 
expenditure in the hope of simply getting his money 
back over a future period, however short, the payback 
period should be considered only in conjunction with 
other criteria. 

More popular in the U.S.A. than in this country, the 
payback method has some value as a rule of thumb which 
can be applied in simple cases to show when a project 
promises to be very profitable indeed. Some American 
firms will consider overseas ventures only when their 
outlay can be recouped within four years or less out of 
taxed profits. In one case known to the writer a two-year 
payback was expected. 

The Present Value Index is a measure of the effective 
rate of interest to be earned by the net investment over 
the useful life of a project. It depends on the principle 
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that if, taking for example compound interest at 10 per- 


cent. per annum, £100 now is worth £110 in one year’s 
time and £259 at the end of ten years, then conversely 
£100 receivable in ten years’ time has a present value of 
£39. The present value index is that rate of interest at 
which the present value of all cash outgoings associated 
with a project is equal to the present value of the antici- 
pated cash income. It is, in effect, an average of the 
returns year by year on the balance of funds invested in 
the project. 

The method of working is to set down the anticipated 
net cash flow (cash income less cash outlay, whether 
capital or revenue) inwards or outwards year by year. 
These annual net cash movements are then discounted to 
their present value, and the sums of discounted outflow 
and inflow are compared. If trials are made at four or 
five different rates of discount, the approximate rate 
which equates outflow and inflow will be seen. This is the 
present value index of profitability. As illustrated later, 
a more exact solution can be found by interpolation. 

The technique of the present value index is more 
complex than the other two methods described in this 
survey, but it is less difficult than might at first appear. 
It requires only multiplication, addition and the drawing 
of simple graphs. It does call for forecasts of profits for 
several years ahead, and the obligation thus placed upon 
management to take more careful thought for the future 
is itself no bad thing. The increasing margin of error to 
be expected in more forward estimates is compensated 
by fast-reducing present-value factors for those later 
years; in the example used later a 20 per cent. error in the 
forecast profits of the tenth year would be equivalent to 
an error of less than 3 per cent. in the first year. 

As in the case of payback evaluation, the present value 
technique is based on annual movements of cash; the 
annual income figure to be used is profit after tax but 
before depreciation. Requirements for working capital, 
though omitted from the simplified examples used here, 
should be included with the investment at the proper 
time, any increase being treated as a cash outflow (or 
as reducing the net cash flow inwards), and vice versa. 

Like both the other methods, the present value index 
gives a one-figure answer; but unlike the others, this is a 
complete reflection of the estimated results of each project. 


The Techniques Compared 

The following part of this survey illustrates the appli- 
cation of the three methods of evaluation to two imagin- 
ary projects, and shows how each method can produce a 
different order of profitability from the same basic 
details. In a practical case it could well be that further, 
intangible, considerations would influence the final 
decision; but, so far as purely monetary considerations 
are concerned, it will be seen that only the present value 
technique takes account of all the ascertainable data. 


Constant Data 
The table which follows sets out the particulars assumed 
for purposes of illustration. It supposes a simple choice 


between Project A and Project B, each requiring a single 
initial outlay of £1,000 which will be amortised by equal 
annual instalments over a productive life of ten years. 
These factors, which in practice would probably differ 
between alternative projects, have here been taken as 
common to the two projects in order to simplify the 
illustrations. Variations have been confined to the profits 
figures, which differ both in total and in the pattern of 
their incidence. Project A comes quickly into high profit- 
ability and then falls off, while Project B takes longer to 
reach full profitability but maintains this state for a 
greater period. 


Table 1. Constant Data for all examples 


Project A Project B 
Investment £1,000 £1,000 
Total Total 
Depre- Depre- cash 
Profit ciation Payback Profit ciation Payback 
Income £ £ £ £ £ £ 
Year 
1 50 100 150 ~ 100 100 
2 200 100 300 100 100 200 
3 300 100 400 200 100 300 
4 400 100 500 200 100 300 
5 100 100 200 300 100 400 
6 100 100 200 300 100 400 
7 100 100 200 300 100 400 
8 100 100 200 300 100 400 
9 100 100 200 300 100 400 
10 50 100 150 200 100 300 
£1,500 £1,000 £2,500 £2,200 £1,000 £3,200 
Average profit £150 £220 


Project A is typical of the case where there is a rising 
volume of production against a background of falling 
prices. Project B is typical of a case of installation of 
basic plant which is not expected to operate at full 
capacity for some time. 


Return on Investment 

The average profit expressed as a percentage of the initial 
investment gives a return of 15 per cent. for Project A 
and 22 per cent. for Project B. If the average investment 
figure of £500 instead of the initial investment of £1,000 
is taken in either case the rates of return become 30 per 
cent. and 44 per cent. respectively. Either way, Project 
B is virtually half as good again as Project A. 

This method of evaluation does not reflect the fact 
that the yield from Project A, though lower on average, 
comes in more quickly. Such details may be very signi- 
cant in practice, when a new project may initially show 
no profit or even a loss. 


Payback Period 

The payback period has been defined as the time required 
for initial outlay to be recouped out of cash profits. 
Table 2 below summarises the relevant parts of Table 1 
and shows that the Payback period for Project A is 
3.3 years compared with 4.25 years for Project B. 
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Table 2. Annual Cash Payback The return on investment assessment has been reversed 
Project A Project B and Project A now appears more desirable than Project 
B. 
Year 1 na 3 It is normal, when using the payback method of 
2 300 200 evaluation, to take profit figures after tax. This complica- 
3 400 300 tion, which does not affect the illustration, has been 
(3/10 of 500) 150 oe = ignored here for the sake of simplicity. 
It will be noted that the payback method completely 
£1,000 £1,000 ignores the situation after the original cost of a project 
omen — has been recovered. This is the most important short- 
Table 3. Calculation of Present Value Index 
Project A 
NET CASH FLOW OUT 
O per cent. JO per cent. 15 per cent. 25 per cent. 40 per cent. 
Actual Present Present Present Present 
Cash Factor Value Factor Value Factor Value Factor — 
£ £ £ £ 
0 1,000 1.0 1,000 1.0 1,000 1.0 1,000 1.0 1,000 
1 .909 .870 .800 .714 
2 .826 -756 .640 — .510 
Totals x 1,000 1,000 1,000 1,000 1,000 
NET CASH FLOW IN 
1 150 .909 136 .870 130 .800 120 .714 107 
2 300 .826 248 -756 227 .640 204 .510 153 
3 400 751 300 .658 263 512 205 .364 146 
4 500 683 342 .572 286 .410 205 .260 130 
5 200 621 124 .497 99 .328 66 .186 37 
6 200 564 113 .432 86 .262 52 .133 27 
7 200 513 103 .376 75 .210 42 .095 19 
8 200 467 93 .327 63 .168 34 .068 14 
9 200 .424 85 .284 57 .134 27 .048 10 
10 150 .386 58 .247 37 .107 16 .035 5 
Totals y 2,500 1,602 1,323 971 648 
Ratios y/x 23 1.6 1.323 97 .65 
Project B 
NET CASH FLOW OUT 
O per cent. 10 per cent. 15 per cent. _ 25 per cent. 40 per cent. 
Actual Present Present Present Present 
Year Cash Factor Value * Factor Value Factor Value Factor ar a 
£ £ £ £ 
0 1,000 1.0 1,000 © 1.0 1,000 1.0 1,000 1.0 1,000 
1 — .909 .870 .800 .714 — 
2 .826 .756 .640 .510 
Totals x 1,000 1,000 1,000 1,000 1,000 
NET CASH FLOW IN 
1 100 .909 90 .870 87 .800 80 .714 71 
2 200 .826 165 -756 151 .640 128 .510 101 
3 ' 300 .751 225 .658 198 .512 154 .364 109 
4 300 .683 205 .572 172 .410 123 .260 78 
5 400 .621 248 .697 199 .328 131 .186 74 
6 400 .564 226 .432 173 .262 93 .133 43 
7 400 .513 205 .376 150 .210 84 .095 38 
8 400 .467 187 .327 131 .168 67 .068 27 
9 400 .424 170 .284 114 .134 54 .048 19 
10 300 .386 116 .247 74 .107 32 .035 10 
Totals y 3,200 1,837 1,449 946 570 
Ratios y/x 3.2 1.84 1.45 95 .57 


The blank lines for years 1 and 2 in the two sections for “Net Cash Flow Out” are intended to indicate that in practice there would 


probably be a net cash outflow in more than one year. Additional working capital required should be shown here. 
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coming of this method of evaluation, for it is the profits 
after payback has been accomplished that make a project 
worth undertaking. 


Present Value Index 

Table 3 illustrates what is probably the most convenient 
way of calculating the present value index. The net cash 
flow outwards or inwards is set down year by year (this 
comes direct from Table 1), and discount factors, at 
some convenient rate of interest, are then applied to 
these annual figures to reduce them to their present 
values. If the present values of outflow and inflow do not 
happen to be equal, the process is repeated with three or 
four other arbitrarily chosen interest rates. Finally, if 
necessary, the exact rate for equality can be discovered 
by interpolation, as illustrated later. The rate of interest 
at which the present value of cash outflow is equal to the 
present value of cash inflow is the index of profitability 
for the project. A trial reconciliation (illustrated in Table 
4) will show that, if compound interest at the appropriate 
rate is accumulated year by year on the balance of invest- 
ment outstanding, then the accumulated cash paybacks 
at the end of the life of the project are exactly equal to 
the investment plus interest. 

In the examples in Table 3 it will be seen that in either 
case the present values of cash outflow and cash inflow 
are most nearly equated in the column relating to an 
interest rate of 25 per cent. 

In these particular examples the present value index is 
not precisely 25 per cent. and of course in other cases 
the answers might be much further removed from one of 
the interest rates chosen for the calculation table. A more 
exact answer is ascertainable by interpolation on simple 
graphs where the ratios of present values of cash inflow 
(totals y in Table 3) to present values of outflow (totals 
x) are plotted against the relevant interest rates used (see 
next column). 

The present value index is read off the vertical scale 
where the curve joining the five points plotted from the 
calculation sheet crosses the balancing point 1 in the 
horizontal scale. This is the rate of interest which 
equates the present values of cash flowing out and cash 
flowing in. 

The results in this example are: 

Project A Present Value Index—approximately 23.6 
per cent. 

Project B Present Value Index—approximately 23.9 
per cent. 


This shows that there is much less to choose between the 


‘two projects than appeared from either the return on 


investment method of assessment or the payback 
method. 

The divergency of answers underlines the importance 
of using a formula which takes account of all the sig- 
nificant facets of a capital expenditure project. The short- 
comings of the return on investment and payback 
methods have already been indicated: it remains to prove 
that the present value index is intrinsically meaningful 
and accurate. This is achieved in Table 4, where it can 
be seen that Project A and Project B each break even 
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when interest on the outstanding investment is accumu- 
lated annually at a rate of interest which is the same as 
the present value index. This proves the original defini- 
tion: 
The present value index is the effective rate of interest 
to be earned by the net investment over the useful life of 
a project. 


Table 4 

Reconciliation statement showing that the projects break 
even if interest on the capital outstanding is charged at 
the present value index rate of interest. 


Project A—23.6 per cent. per annum 
Net Net 


Investment* Interest at Change in 
Year aatstartofyear 23.6% Repayment Investment 
£ £ £ £ 
1 1,000 236 150 + 86 
2 1,086 256 300 — 44 
3 1,042 246 300 —154 
4 888 210 500 —290 
5 598 141 200 — 59 
6 539 127 200 — 73 
7 466 110 200 — 90 
8 376 89 200 —111 
9 265 63 200 —137 
10 128 30 150 —120 
£1,508 
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Project B—23.9 per cent. per annum 


Net Net 
Investment* Interest at Change in 
Year aatstartofyear 23.9% Repayment Investment 
£ £ £ £ 
1 1,000 239 100 +139 
2 1,139 272 200 + 72 
3 1,211 289 300 — il 
4 1,200 287 300 — 13 
5 1,187 283 400 —117 
6 1,070 255 400 —145 
7 925 221 400 —179 
8 746 178 400 —222 
9 524 125 400 —275 
10 249 59 300 —241 
£2,208 


In either case there is a small balance in the final year. This 
reflects the fact that the exact rate for each project is slightly less 
than the figures stated. 


*The net investment comprises the original investment, less 
repayments, plus accumulations of interest at the rates shown. This 
is the way a building society would show the yearly reduction of a 
loan by instalments comprising capital and interest. 


Calculation of Present Value Factors 
The calculation of present value factors is a once-for-all 
exercise which does not have to be repeated for each 
project. The following explanation is given for those who 
may be interested in the underlying formula. 
Developing the illustration begun earlier, of 10 per 
cent. interest tables, it will be clear that, if £100 now is 
worth £110 in one year’s time, then conversely the 
present value of £100 receivable in one year’s time is 
£90.9. The present value factor of .909 for money due at 
the end of one year can be obtained from the formula: 


100 
Present value 


Similarly at the end of two years the present value factor 
is: 
100 100 
110 =-826 
The present value of the sum of £1 receivable in one 
payment at the end of n years is calculated from the 
formula: 
Present value= 75 (where i is the rate of annual interest) 
Table 5 sets out the present value factors calculated 
from this formula over a useful range of years and 
interest rates. 


Summary 
It has been seen that each of the methods of appraisal: 


Return on investment; 
Payback period; 
Present value index 


will give a single-figure measure of worthwhileness for 
any project. 
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All methods are dependent upon a reasonable level of 
accuracy in forecasting future profits. 

Return on investment may be condemned on the 
following counts: 

(a) It ignores the timing of profits. 

(6) When the return quoted is based on an “ideal’’ year (as 
opposed to average profits upon average investment) 
the answer is particularly distorted. It is not rep- 
resentative of the project as a whole nor is it ever 
compatible, unless by accident, with the return earned 
in any actual year. Moreover, this measure ignores any 
losses which may be incurred in the first year or two of 
operating. 

The Payback Method concerns itself only with the time 
elapsing between initial outlay and the recoupment of 
this sum out of cash profits. Further cash profits, which 
are the whole reason for undertaking the project, are 
ignored. 

The Present Value Index avoids the errors of the other 
two systems. It reflects: 

(a) All the profits (or losses); and 

(6) The timing of those profits (or losses). 
Moreover the present value index is an intrinsically 
meaningful figure, being the average net earnings 
achieved. It may be regarded as a refined version of the 
return on investment ratio in so far as a hit-or-miss 
technique has been superseded by an arithmetically 
correct criterion, which takes account of all the fore- 
castable data. 

The examples chosen for these comparative illustrations 
were necessarily simplified. The next article will show 
more completely a typical set of calculations, including 
the necessary calculations of tax. There will also be some 
discussion of the financial estimates upon which any 
appraisal must be based. 


Table 5. Present Value Factors—value of £1 receivable in one 
payment at the end of n years 


5 per 10 per 15 per 20 per 25 per 30 per 35 per 40 per 


Year cent. cent. cent. cent. cent. cent. cent. cent. 
n 
1 .952 .909 .870 .833 .800 .769 .741 .714 
2 .907 .826 .756 .694 .640 .592 .549 .510 
3 .864 .751 .658 .579 .512 .455 .406 .364 
4 .823 .683 .572 .482 .410 .350 .301 .260 
5 .784 .621 .497 .402 .328 .269 .223 .186 
6 .746 .564 .432 .335 .262 .207 .165 .133 
8 .677 .467 .327 .233 .168 .123 .091 .068 
9 .645 .424 .284 .194 .134 .094 .067 .048 
10 +.614 «6.247 1.073 .050 .035 
11 =.585 .350 .215 .135 .086 .056 .037 .025 
12 +.319 .043 .027 .018 
13 530 .290 .163 .093 .055 .033 .020 .013 
14 .505 .263 .141 .078 .044 .025 .015 .009 
15 .481 .239 .123 .065 .035 .020 011 .006 
16 .458 .218 .107 .054 .028 .015 .008 .005 
17 .436 .198 .093 .045 .023 .012 .006 .003 
18 .416 .180 .081 .038 .018 .009 .005 .002 
19 396 .164 .070 .031 .014 .007 .003 .002 
20 .377:«.149 «£061 «32.026 «4.005 «(001 
23 326 .112 .040 .015 .006 .002 .001 - 
24 .310 .102 .035 .013 .005 .002 .001 
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The Summer Course 
at Oxford 


THE NEWCOMER ARRIVING at Oxford 
for the Institute’s Summer Course in 
July could not escape the most acute 
controversy affecting the future life 
of the city and the university. Caught 
in the traffic paralysis of the High, 
he no doubt swore at once that some- 
thing must be done about it. Installed 
in the peace of Christ Church he 
would equally readily take a resolu- 
tion that, whatever is done, the 
vandalism of an “‘inner relief road” 
cutting across the Meadow, under 
the windows of the House, must be 
resisted for ever. The magic of life in 
an ancient university, and above all 
that alchemy which turns a working 
accountant, jaded or eminent or both, 
once more into an eager argumenta- 
tive student certainly did not take 
long to assert itself this year. No 
doubt the fact that many earlier 
Institute summer courses have been 
held in this place combined with the 
graceful introduction to the history 
of Christ Church made by Bodley’s 


Librarian, Mr. J. N. L. Myres, on the 
first evening, to confirm the im- 
pression given to the members of the 
Course that this was their home. 

The background of college life is 
obviously an essential part of these 
courses. The slightly forlorn under- 
graduates’ rooms, with their modest 
collections of curiously chosen books; 
the handsome open spaces of Tom 
and Peckwater Quads and the cosier 
corners elsewhere; the buttery, the 
common room, and the always re- 
freshing return to the splendours of 
the Hall—these are as quick to make 
their impact on the newcomer as on 
the old hand, or even on those who 
can look back on three or four under- 
graduate years at Oxford. 

The procedure at these courses has 
remained substantially unaltered in 
the fifteen years since they began. 
There have been minor changes, and 
there will no doubt be more in the 
years to come, but the present plan 
seems admirably suited to the basic 
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educational purpose. Its central fea- 
ture is the group discussion. This year 
there were nine groups, each with its 
own leader, its own discussion room, 
and, as an expression of a long-stand- 
ing and admirable tradition, its resi- 
dent technical expert on the operation 
pumps and bottle-openers. Procedure 
is informal. The task of the group 
leader is simply to set the ball rolling 
and to keep it rolling in the right 
direction. Discussions lasting until 
two or three o’clock in the morning 
are quite usual, and it is perfectly 
clear that they would not continue so 
long if the members did not find them 
interesting and enjoyable. 

The administrative detail is parti- 
cularly impressive to the visitor on 
his first summer course. It represents 
the ideal of a machine which works 
smoothly without drawing attention 
to itself and without lubrication other 
than the liquid refreshment which, if 
members so desire, need not be any- 
thing stronger than orange juice, 
though one visitor who asked for 
water proved a little difficult to ac- 
commodate. The composition of the 
various groups is of the utmost im- 
portance. Each is chosen to provide 
a balanced representation of the 
various parts of the country, overseas 
members, those in practice and those 
in industry. Each group is in effect a 
microcosm of the Institute’s member- 
ship, so that the contribution of each 


Christ Church, Oxford, from the air. 


FAMILY WELFARE ASSOCIATION 


OFFERS A UNIQUE SERVICE TO 


ACCOUNTANTS — TRUSTEES 
AND OTHER OFFICIAL AND PRIVATE PERSONS 
INTERESTED IN THE MAKING AND EXECUTION 
OF 
LEGACIES AND CHARITABLE BEQUESTS 
te Free advice as to the status and financial 
position of charitable Organisations. 


% Information regarding Charities affected, and 
not affected by Act of Parliament. 


% Help and advice as to the needs of Charities 
for those making gifts or bequests. 


FOR 88 YEARS THIS HAS BEEN PART OF THE 
SERVICE PROVIDED BY THE ASSOCIATION 


296 VAUXHALL BRIDGE ROAD 
LONDON, S.W.I 


VICTORIA 7334 


2-WAY 


INTERCOMS 


Install your own system with our ready-to-use 2-way Inter- 
com Kit. For £15 we supply: Two telephones as illustrated, 
100 ft. G.P.O. specification cable and an Ever Ready battery 
to power the system for 18 months. Perfect operation on 
distances up to 1,000 yds.; extra cable available for 2d. per 
ft. Nothing for you to do but connect four wires to screw 
terminals. Equipment is of highest quality guaranteed for 
three years. We also offer the usual range of multi-button 
equipment. We install these systems and give you free main- 
tenance. Prices average £15 per point, inclusive of cable, 
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D.J.P. TELEPHONES LTD. 
Dept. A.C. 


156 CAMDEN HIGH STREET 
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RATES 


Endowment and 
Whole Life Assurances 


Short Term and 
Convertible Term Assurances 


Sinking Fund Insurances 


EXAMPLES: 


APPROVED LIFE AGED 40 NEXT BIRTHDAY 
SUM ASSURED £5,000 


Whole Life Assurance £108 : 19 : 2 p. a. 
(premiums limited to age 85) 


Endowment Assurance £158 : 19 : 2 p. a. 
(maturity age 65) 


Immediate Annuity rates have also been improved 
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CUPBOARD 
No wasted space, no drawers to open. All 


folders visible and located immediately. 


Sturdy, space saving construction using good 
quality furniture steel. Grey hammer finish 
with matching grey plastic loaded roller blind. 


Overall size approximately 72” high x 36” wide | 
x 18” deep. Fitted five sets of bars from which 
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Front row (left to right): D. V. House, ¥.c.A., Summer Course Committee; P. F. Carpenter, ¥.C.A., Vice-President and Chairman, 
Summer Course Committee; Lieut. Col. D. V. Hill, M.a., Steward of Christ Church; P. F. Granger, ¥.C.a., President; H. C. 
Treffers, President of the Nederlands Instttuut van Accountants; J. L. Carey, Executive Director of the American Institute of 
Certified Public Accountants; Alan S. Maclver, C.B.£., M.C., B.A., Secretary. 

Second row (left to right): T. A. Hamilton Baynes, M.A., ¥.C.A., Summer Course Committee; G. E. Morrish, ¥.C.A., Leader, 
Group F; A. B. Snow, ¥.C.A., Speaker; R. D. R. Bateman, M.B.£., F.c.A., Leader, Group A; D. G. Bee, ¥.C.A., Leader, Group C; 
A. W. Howitt, F.C.A., Leader, Group D; W. Taplin, M.A., B.COM., Editor of ACCOUNTANCY. 

Third row (left to right): D. P. Hubbard, B.A., Assistant ‘Secretary; R. O. A. Keel, ¥.C.a., Speaker; G. M. Metcalf, ¥.C.A., 
Leader, Group E; D. F. Dodd, T.D., ¥.c.A., Leader, Group B; J. H. Mann, M.B.£., M.A., F.C.A., Summer Course Committee. 
Back row (left to right): F. M. Moys, 8.A., Atiministrative Assistant; H. P. Patterson, *.c.a., Leader, Group G; G. A. Holmes, 
F.C.A., Assistant Editor of ACCOUNTANCY; S. J. D. Corsan, ¥.C.A., Leader, Group J; C. J. Peyton, ®.C.a., Leader, Group H; 


C. H. S. Loveday, ¥.C.A., Under-Secretary. 


member of the course is maximised 
and each gains the utmost from it. 
Once again the mechanical reasons 
for the arrangement are obvious, and 
once again the most impressive fea- 
ture is the casual smoothness with 
which it works. To the outside obser- 
ver the easy give and take between the 
most senior members of the group, 
who are often eminent in the profes- 
sion, and the most junior is quite 
admirable. There is no condescension 
on the one side, no undue deference 
on the other, and the result time and 
again is a discussion that really 


sparkles, while leading up to a useful 
and enlightening result. 

At Oxford this year the character 
of the group discussions variea widely 
from day to day, reflecting the differ- 
ences in the papers presented. Mr. 
Snow’s paper on Services to the 
Private Company and its Members 
(reproduced in full in ACCOUNTANCY 
for July, pages 417-430, and this 
issue, pages 481-7) was not uncon- 
troversial, and at the same time gave 
plenty of scope for the exchange of 
experiences on how to provide a 
service which is not too extensive for 


the accountancy firm to carry and 
also not too expensive for the clients 
to afford. The discussion of Mr. 
Heaton’s paper on Surtax and Com- 
panies was in itself an exacting tech- 
nical exercise, and one which was 
probably of particular value to those 
in medium-sized practices who have 
been faced during the past few years 
with increasing numbers of company 
surtax cases but have found published 
literature on the subject rather sparse. 
The obvious topicality of the subject 
of takeover bids, groups, acquisitions 
and reconstructions gave particular 
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sharpness to the discussion of Mr. 
Keel’s paper on The Problems of a 
Group upon the Acquisition of Com- 
panies. 

Each group received its quota of 
visitors. The President and Vice- 
President called on every group, 
answering and asking questions. The 
distinguished visitors from abroad, 
Mr. J. L. Carey, Executive Director 
of the American Institute of Certified 
Public Accountants, and Mr. H. C. 
Treffers, President of the Nederlands 
Instituut van Accountants, made 
their rounds of the groups and added 
to the number of their friends. 

At the set-pieces in the Hall, 
speakers were, in addition to Mr. 
Myres on the first evening, Sir Theo- 
bald Matthew, Director of Public 
Prosecutions, who spoke on his own 
office; the Secretary and the Deputy 
Secretary of the Institute, in a 
discussion with Mr. Carey on com- 
parisons and contrasts between the 
profession in the United States and 
in this country; and the three mem- 
bers who delivered papers, answering 
questions upon them. The Guest 
Night Dinner reflected Oxford in its 
full glory, with the excellent food and 
wine putting the last touch to the 
domestic arrangements which had 
throughout been admirable, the lamps 
reflected in the portraits of “‘serious- 
looking chaps” (the phrase is Mr. 
Treffers’) crowding the walls, the 
scintillating wit of the Vice-Chancel- 
lor’s after-dinner speech, and the 
general conviviality going on far into 
the night. 

Outside working hours the tennis 
and squash players disported them- 
selves, and the golfers competed for 
the cup presented by the Chartered 


‘Accountants’ Golfing Society, won 


by Mr. C. L. Arundale, of Hull, with 


_Mr. P. J. C. Vincent, of London, 
. second. Parties visited Messrs. A. C. 
_ Nielsen Co. Ltd. (market research 
_ data processors) at Headington; the 


Chinnor Cement and Lime Com- 


. pany’s works; the Oxford University 


Computing Laboratory and the Ox- 
ford University Press; and Blenheim 
Palace. Mr. J. E. Critchley, F.c.A., of 


Oxford, conducted members who 
. wished to visit local places of interest. 


As a working holiday the whole 


;, course was a complete success. 


ACCOUNTANCY AUGUST 1961 


Left to right: Mr. D. V. House, ¥.c.A., Summer Course Committee; Mr. Alan S. Maclver, 
C.B.E., M.C., B.A., Secretary of the Institute; Mr. P. F. Carpenter, ¥.c.A., Vice-President; 
Mr. P. F. Granger, ¥.C.A., President. 


Mr. H.C. Treffers, President of the Nederlands Instituut van Accountants (second from the 


right), visits Group H. 


: 
: 
Discussion continues over coffee in the Junior Coffee Room. 
was 


MR. LESLIF JOHN HENRY NOYES, B.SC. 
(ECON.), F.C.A., the Secretary to the 
Taxation and Research Committee of 
the Institute since 1954, died on July 
29, at the early age of fifty-two, after 
a cruel illness which he bore with 
immense fortitude. 

The funeral service on August 3 at 
the church of St. Mary the Virgin, 
Monken Hadley, was attended by 
Mr. P. F. Granger (President of the 
Institute), Mr. W. E. Parker (Council 
member), Mr. J. Cartner (Vice-Chair- 
man of the Taxation and Research 
Committee) and Mr. A. H. Proud 
(immediate past Chairman of the 
Taxation and Research Committee). 
The Institute staff was represented by 
Mr. Alan S. Maclver (Secretary) with 
Mrs. Maclver, Mr. F. M. Wilkinson 
(Deputy Secretary), Mr. C. H. S. 
Loveday (Under-Secretary), Mr. M. 
G. J. Harvey (Accountant) and Mr. 
T. W. South (Assistant Secretary), 
and the staff of the Taxation and 
Research Committee by Mr. J. M. 
Renshall (Assistant Secretary to the 
Committee), Mrs. E. Clark and Mrs. 
I. E. Rhodes. The Editor, Mr. W. 
Taplin, represented ACCOUNTANCY. 

John Noyes was a most able char- 
tered accountant. He was an upright 
man of a quiet and kindly disposition, 
with a wide knowledge and a firm 
grasp of principles, and he was de- 
voted to his profession. Only those 
who were closely associated with him 
can appreciate what an invaluable 
contribution he made to the research 
work of the Institute. 

Noyes had joined the Inns of Court 
Regiment (Territorial Army) before 
the war of 1939/45, and served 
throughout the whole of the war, 
first with the British Expeditionary 
Force and then with the Eighth Army. 
He was Mentioned in Despatches 
and reached the rank of Major. His 
knowledge and understanding of his 


L. J. H. Noyes 


fellow men were no doubt enhanced 
by his experiences on the Dunkirk 
beaches, in the North African desert 
and in Italy—experiences of which 
most of his colleagues were unaware. 

He qualified as a chartered secre- 
tary in 1932, and in 1936 obtained 


the degree of Bachelor of Science 
(Economics) in the University of 
London. It was not until after the 
war that he was able to serve under 
articles and become a member of the 
Institute in 1948. After further ex- 
perience with chartered accountants 
and later in nationalised industries, 
he became in 1954 the Secretary to 
the Taxation and Research Com- 
mittee of the Institute, a position for 
which he was admirably suited and 
which gave him the opportunity, 
which he so earnestly desired, of 
making a substantial contribution to 
the work of the Institute in its efforts 
to maintain and enhance the stand- 
ards of the profession. 

In addition to his duties as Secre- 


tary to the Taxation and Research 
Committee, he acted as Editor 
of ACCOUNTANCY as an emergency 
measure from the death of Mr. Little 
in August last year until January, 
1961. 

John Noyes had a long association 
with the University of London. He 
was for many years a member of the 
Standing Committee of Convocation. 
He was one of those who initiated 
the Convocation Trust Fund in 1953, 
and served from that date as a mem- 
ber of the Committee of Management 
of the Fund. He was also a leading 
member of the Social Sub-Committee 
of Convocation, and for the past ten 
years had helped to organise the 
annual conversazione. Until his ap- 
pointment with the Institute he was a 
part-time tutor in Accounting at the 
London School of Economics. 

He was a member of Brownswood 
Lodge of Freemasons and also of 
Brownswood Chapter No. 4272, in 
both of which he held office. 

For the past two years John Noyes 
knew that death might soon overtake 
him, but he was actively at work for 
most of that time and his brave fight, 
right to the last, was a shining example 
of courage. He leaves a widow and a 
son aged thirteen, to whom goes the 
deep sympathy of all who knew him. 


The Accountants’ Christian Fellowship will 
hold a meeting for Bible reading and 
prayer at 1 p.m. on September 4 in the 
vestry of St. Mary Woolnoth Church, 
London, E.C.3. On September 20, at 6 
p.m., there will be a reception by the Chair- 
man of the Fellowship, Mr. D. L. Com- 
bridge, F.c.A., followed by tea and an 
address by Dr. F. A. Tatford. This will be 
held in the Oak Hall of The Institute of 
Chartered Accountants in England and 
Wales. : 
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Accountant at Large 


Rounder Wages? 


THE RECORD OF man’s struggle up- 
wards from the status of his proto- 
plasmic ancestors is full of examples 
of the ingeniously simple ways in 
which he has saved himself unneces- 
sary work: laziness and invention 
have always been fairly close allies. A 
signalman, told to"walk between two 
signals a mile or so apart and set 
them, each in turn, had the bright 
thought of tying a rope to the lever 
of one of them and staying by the side 
of the other. He was the father of all 
our modern railway signalling. 
Another man, nameless although he 
may well be living still, questioned 
the usefulness of endorsements on 
cheques. That was way back before 
the war; and it took a long, long time 
before his idea was taken up and, 
eventually, put into effect. (The fact 
that receipts were practically 
abolished at the same time was not 
foreseen by anyone, certainly not by 
the first progenitor of the idea; and 
the fact isn’t relevant anyhow.) 
Whoever he was, his simple idea is 
saving us all work, a lot of work in 
the aggregate. 

Some of these simple ideas are 
explosively controversial: the aboli- 
tion of endorsements provoked quite 
a bit of heat; and when the new idea 
is really revolutionary, like the sub- 
stitution of paper for gold and silver 
as a means of exchange, controversy 
may rage for a hundred years and 
more. It is not all that easy for middle- 
aged men today to realise how re- 
cently they were still hauling their 
shirts over their heads twice a day. 
The tunic shirt came like a thief in 
the night, but much more welcome. 

Some simple labour saving re- 
quires legislation, some doesn’t, and 
although it would be tempting to 
argue that the speed of adoption 
varies in proportion, this would not 
be necessarily true. The conserva- 
tive approach in everyday life can be 
as slow as any Conservative or 
Labour Government in politics. The 
Payment of Wages Act has been law 


for some months, but it is a reason- 
ably safe bet that it will be some years 
yet before its full impact is felt. 

And of course this matter of the 
payment of wages, immensely 
laborious and increasingly dangerous 
as it is, serves to illustrate the 
conservative approach to labour 
saving. The encouragement of the 
banking habit is the most radical 
simplification possible, but em- 
ployers must necessarily be circum- 
spect here. Whether or not wages are 
paid through banking accounts, very 
great savings could be effected by a 
move from a weekly to a fortnightly 
basis of payment, and thence, after a 
long enough interval, to monthly 
payments. There is obviously a great 
deal of readjustment needed in any 
family budgeting when such a change 
is made; but one would imagine that 
many more employers than yet seem 
to have considered the matter would 
think it worth their while paying out 
good hard cash to ease the transition. 
They would meet opposition, cer- 
tainly, but they might find help in the 
status lift implied in the change, and 
while some would view as insuperable 
the cognate change in the notice of 
dismissal required, not by any means 
all need do so. 

And short of such far-reaching 
changes there is the basically simple 
one of dispensing with shillings and 
pence in the wage packets. Here we 
have the simple invention, much like 
the abolition of endorsements, but 
less controversial: saving no vast 
amounts of time or trouble to the 
individual, but working an obvious 
economy in the community at large 
and, in the more sizable businesses 
at least, making life a lot easier for the 
nav clerk. 

There are complications, of course, 
that no accountant will need to have 
elaborated. It is usually necessary to 
start the scheme by rounding the pay 
upwards to the nearest ten shillings, 
and whether thereafter the scheme is 
geared always to put the wage- 


earner at an advantage, or whether 
the pay is rounded up for over five 
shillings and down for under, is a 
matter for negotiation. So is what 
happens at the end of a man’s em- 
ployment; if he leaves quickly enough 
he may take with him some shillings 
and pence to which he is not en- 
titled. But employers who have 
adopted the plan are not worried 
about losses as small and compara- 
tively rare as these; the mere possi- 
bility of being able to dispense with 
pay envelopes and have pay slips 
only is compensation enough. 

But the spread of the scheme shows 
no sign of emulating the prairie fire, 
and such pioneers as the Corporation 
of Coventry and the Port of Bristol 
Authority seem to have no vast 
following. It’ll come, but it must have 
time. And as we wait we may wonder 
whether there is any prospect of 
adaptation to bookkeeping gener- 
ally. Will the time come when the 
cost of printing the four digits of 
12s. 11d. will be more than the value 
of the sum when collected? Probably 
not; though it has to be remembered 
that if rounding up above a half is 
accompanied by rounding down be- 
low it, then the swings and the 
roundabouts should balance. 

As they have done only partially 
through the years with the banks’ 
refusal to recognise the halfpenny. 
Most of us have, alas, merely 
knocked the halfpenny off the bill; 
readers of the Forsyte Saga may have 
put up a rather better show, in 
vaguely remembering the Forsyte 
who regarded writing a halfpenny on 
to a cheque as a particular meanness, 
and so always rounded upwards. 
But there will be no options for the 
mean and the generous in the simpler 
wages routine, once the particular 
plan has been agreed between em- 
ployer and men; there’ll just be a lot 
less coin to carry from bank to 
business, and a lot less counting in 
the counting-house. 

As with so many of the simple 
innovations, one is left for a moment 
wondering—why did no one think of 
it before? The answer to that one has 
its own overtones of gloom: there 
was a time when shillings and pence 
were too important to round up or 
down. 
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An address presented at the Summer Course of The Institute of 


Chartered Accountants in England and Wales at Christ Church, 
Oxford, on July 14, 1961. The first part appeared in the 
July issue of ACCOUNTANCY, pages 417-30. 


Services to the Private Company 
and Its Members—II 


By A. B. Snow, F.C.A. 


Control by cash forecast 

The reconciliation with the cash forecast 
for a specimen month (June, 1961) is 
reproduced at Appendix J (on next page). 

It starts by comparing the actual 
overdraft at that date with the forecast, 
to see how far it has run adrift since the 
beginning of the financial year. It then 
spotlights that part of the difference 
which has arisen during the month 
under review—and in the analysed 
statement of receipt and payments 
which follows, it shows to what extent 
each particular class of receipt or pay- 
ment has varied from the forecast, 
firstly for the month under review, and 
secondly for the whole of the financial 
year to date. 

In due course this will be discussed by 
the directors and the accountant to- 
gether—and in this connection it is sur- 
prising how much “meat” can emerge 
from that discussion. It will embrace a 
consideration of the monthly sales, of 
the factory production, of factory 
hold-ups and late deliveries to cus- 
tomers, of late payments by customers, 
of the increase or decrease in stocks and 
work in progress, and of almost every 
aspect of the business. 

The reconciliation statement for the 
month shows that collections from 
debtors were £667 below the forecast, 
but that up to the end of the previous 
month they were £871 below. The wages 
are £57 more than forecast, but were £85 
below up to the end of the previous 
month. The purchases of materials were 
£320 more than forecast, but were 
previously £458 below. Prima facie, 
everything points to a slow start on the 
year’s programme, but with an increas- 
ing tempo during the current month— 
and in practice this would be confirmed 
or otherwise by a comparison of the 
actual sales for April, May and June 
with the estimated sales for those 
months. If the deficiency in the collec- 
tions from customers is more than can 
be accounted for by any deficiency of the 


three months’ sales below the estimates, 
it is a sign that customers are becoming 
late in their payments, and when the 
defaulting parties have been discovered 
by scrutinising the sales ledger accounts 
the necessary gentle pressure can be 
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applied—and be all the more effective 
by reason of its being prompt. 

In this particular connection, the cash 
forecast is a salutary reminder to the 
Oxcourse directors that if they allowed 
all their customers to take an additional 
month’s credit, their bank overdraft 
would be in the region of £23,000 instead 
of at its present figure of £8,000. 

Having considered a typical month’s 
reconciliation statement, there are two 
points of practice I might refer to: 

(a) it will be thought that to permit of the 

early preparation of the 1961/62 budget 

and cash forecast the audit of the 

Oxcourse Company’s accounts for the 

year to March 31, 1961, must have been 

completed within a very short time after 
that date. For the purposes of my illus- 
tration, let it be assumed that that was so. 


In practice, however, once the cash 
forecasting process has been adopted it is 
not necessary to await the audited 
accounts before embarking on another 
year’s forecast. Sufficient information is 
already at hand from the monthly recon- 
ciliation statements to arrive at esti- 
mates of the current year’s sales, costs 
and expenses, and the trading budget, 
balance sheet budget, and cash forecast 
can be prepared with a high degree of 
accuracy—and can very quickly be 
amended if necessary when the audited 
accounts are available. 

(6) It is a requirement of “current” 
accounting that the information provided 
should be as accurate as possible and as 
prompt as possible, and that it is better to 
be 95 per cent. accurate now than to be 
100 per cent. accurate in three weeks’ 
time. The cash forecast reconciliation has 
the advantage that it can be prepared at 
the close of business on the last day of the 
month, and is thereby 100 per cent. 
accurate and 100 per cent. timely—which 
can give the private company an advan- 
tage in its control system which is not 
always enjoyed by the larger public 
company. 


This, then, is “control by cash fore- 
cast” in action. There are many varia- 
tions on the theme, and in the case of 
larger private companies (and public 
companies also), especially if they have 
trading subsidiaries, the monthly ac- 
counts which are prepared by their 
accounting staff can be related to a cash 
forecast (or a group cash forecast) 
which takes account not of the indi- 
vidual headings of receipts and pay- 
ments but of the monthly cash benefit of 
the trading profit, plus or minus the 
variations in stocks, debtors, and 
creditors, and minus capital expenditure 
payments, taxation payments, dividends, 
and the expenses of more significant 
amount (holiday pay, insurances, pen- 
sion premiums, bank interest, etc.). 
The cash benefit of the profit in this case 
consists of the forecast trading profit 
itself, plus the forecast depreciation 
provision, and plus the forecast monthly 
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accounting reserves for those specific 
expenses which are dealt with separately 
n the cash forecast. The variations in 
the debtors and creditors which are 
brought into the forecast (and its month- 
ly reconciliation statements) are com- 
puted exclusive of the movements on the 
reserves for specific expenses. In prac- 
tice this provides a most comprehensive 
control on the revenue and balance sheet 
position, but it necessitates the prepara- 
tion of accurate monthly accounts by a 
competent accounting staff. 

There are many members of the pro- 
fession, and I declare myself to be one of 
them, who think that services of this 
nature will in time become the most 
important part of the average practising 
accountant’s activities and that auditing 
and taxation will take second place in 
his practice. I have not referred to these 
services aS management accounting, 
because that expression conjures up to 
so many people a terrifying impression 
of black magic and mumbo-jumbo. The 
operations I have outlined for the 
Oxcourse Company involve nothing 
more than simple arithmetic, but by 
whatever name they are called they 
afford a most valuable medium for 
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ticular subject I can do no better than to 
refer them to Mr. English’s paper. 
Similarly, on a subject which during 
the last four years has become of in- 
creasing significance, and upon which 
the advice of the practising accountant 
is sought ever more frequently, | am 
excluding from this paper any reference 
to surtax on controlled companies, 
which is to be the subject of a paper by 
Mr. J. S. Heaton, F.c.A., at this Course. 


Taxation—some philosophical musings 
The practising accountant is almost in- 
variably charged with the negotiation 
and agreement of the private company’s 
taxation liability, and, most probably, 
that of its directors and certain of its 
members also. 

He needs no reminding that the 
measure of his service in that respect is to 
secure that his clients shall pay no more 
than the exact minimum liability which 
can legally be negotiated, free from any 
possible repercussions or sleepless nights 
to come. He knows that the “smart” 


transaction of today might well be the 
bar to the badly needed surtax clearance 
of tomorrow, when the raising of some 
new finance for expansion, or for estate 
duties, is at stake—but, subject to 
common prudence in directions such as 
that, he does not hesitate to invoke every 
letter of the law when it is in his client’s 
favour to do so. 

Commonplace as that may be to us, 
it is not always so to our clients—and 
here I suggest that we should pause for 
a moment, so that in a contemplative 
fashion and a tranquil frame of mind we 
might reflect upon the relations which 
sometimes exist between us when taxa- 
tion matters are under discussion. 

For the accountant to explain to the 
directors of a private company that their 
subscriptions to the golf club (which are 
paid for them by the company because of 
the business which is attracted there) are 
not allowable for tax purposes, or to tell 
them that they must pay a dividend for 
the past year, otherwise they will be in 
trouble under Section 245 of the Income 
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RECONCILIATION WITH CASH FORECAST 
Month ended June 30, 1961 
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Tax Act, 1952, is often to invoke an 
impassioned outburst to the effect that 
accountants do nothing but act on behalf 
of the Revenue, and that they are not 
the slightest bit concerned with the 
interests of those who pay their fees, etc. 

In some subversive way they think he 
is to blame—in vain does the accountant 
point out that Section 245 of the Income 
Tax Act, 1952, is really Section 21 of the 
Finance Act, 1922, and that in 1922 he 
was in the fourth form studying the 
hypotenuse of the right-angled triangle 
—or the six wives of Henry VIII, accord- 
ing to his nature and temperament. All 


- that is of no avail—his clients insist on 


holding him personally responsible for 
having introduced the idea into Par- 
liament, and for having by sheer dogged- 
ness and persistence forced the entire 
House of Commons, by and with the 
advice and consent of the Lords Spiritual 
and Temporal, to put it on the Statute 
Book. 

When we can come to Form P.11D 
the position, being then on a more 
personal note, gets worse. The client’s 
mounting irritation, having endured 
through a recital of the details making up 
the two separate totals of sums paid to 
the director in respect of expenses, inclu- 
ding sums put at his disposal and paid 
away by him, and sums paid by the em- 
ployer to any other person in satisfac- 
tion of expenses incurred by the director, 
finally boils over when the time comes to 
evaluate the cost incurred by the em- 
ployer in providing benefits in kind or 
facilities of any nature—which in prac- 
tice means, more often than not, his 
private use of a motor car owned by the 
company. The first hurdle is the charge 
for depreciation, which the accountant 
explains is normally calculated by the 
Revenue authorities to be 9 per cent. of 
the original cost of the car. The client 
points out that the particular car he uses 
is three years old and is now worth less 
than half its original cost, and that if he 
had known that this calculation was 
looming up he could have sold the car 
and bought it back—thus establishing 
a lower cost price and a lower deprecia- 
tion charge. The accountant agrees that 
that would have been a good idea, and 
promptly gets blamed for not having 
suggested it before. Eventually the calcu- 
lation is completed, the accountant takes 
a firm hold of himself, and announces 
the income tax valuation of the private 
use—knowing quite well that the worst 
is about to happen. It does in fact 
happen—and in a seething fury the 
client tells him that he has lots of busi- 
ness friends, in an exactly similar posi- 
tion to himself, all with better cars than 


his, who pay on only £25 (or less). The 
accountant has no answer, for he knows 
quite well that some of those business 
friends are his own clients, and that in 
fact they do pay on only £25 (or less). 
There follows a halting, stumbling 
explanation to the effect -that the Rev- 
enue haven’t got round to everybody 
yet, but that they will do in time, etc.— 
but it is of no use, the damage has been 
done, and confidence has been shaken. 

The client is in a mood to have his 
confidence shaken, because he knows 
from long experience that the best and 
most reliable taxation advice, the kind 
that has his own interests most closely at 
heart, is to be obtained quite free of charge 
from those knowledgeable business 
people he meets casually on the golf 
course or in the cocktail bar—those 
supremely fortunate beings who drive 
about in magnificent motor cars at an 
income tax valuation of only £10 each, 
and who never in the remotest circum- 
stances suffer the slightest disallowance 
of their entertainment and travelling 
expenses. The accountant, for his part, 
heaves yet one more weary sigh, and 
wonders yet once more why he always 
attracts the most awkward clients, and 
why the Board of Inland Revenue must 
always send into his district its toughest 
and most unreasonable officials. And so 
it goes on. 

Still in contemplative fashion, if not 
in tranquil frame of mind, it may be in 
the distant future that a party of accoun- 
tants and clients will be despatched many 
thousands of miles hence, to sit on a 
mountain top and there to reflect on the 
psychology of the accountant-client 
taxation relationship. Possibly, also, to 
tell us how each side might contrive to 
point the same way all the time, instead 
of being at daggers drawn some of the 
time. 

In the meantime, and for what it is 
worth—a suggestion from my own 
experience: cases of the type I have 
referred to are more frequent in the case 
of the private company than the public 
company, for in the public company 
some of the directors will have other 
business interests, and will have been 
involved in taxation problems before. 
What is lacking is the knowledge on the 
part of the client (obtained for himself 
and quite independently of his accoun- 
tant) that such things do happen—that 
the taxation laws really are that unfair— 
and that he himself is not the only tax- 
payer who has a grievance. Thus, for 
the accountant to encourage his client 
to take an interest in the broad principles 
and practice of taxation can be very 
much to the advantage of them both. 


The client who is of the type who might 
read it can be advised to buy one of the 
standard textbooks for his office book- 
shelf, and both he and others can use- 
fully be encouraged to read the monthly 
journal of The Institute of Directors. 
The knowledge acquired by the client 
from those sources will oil the wheels of 
many a subsequent discussion on taxa- 
tion matters, and will at least have the 
effect of making him see the force and 
the purpose of his accountant’s advice— 
and to appreciate, at last, that he is 
working for him and not against him. 


Part V 
SERVICES TO THE MEMBERS 


Personal taxation 

As I said in the preceding section of this 
paper, the accountant to the private 
company will almost certainly attend to 
the personal taxation affairs of some of 
its directors and members. 

The standard of service expected of us 
is no less in the case of the individual than 
in the case of the company—that the 
overall liability shall be no more than 
the legal minimum, full advantage being 
taken of available allowances, and of 
any statutes and decided cases which are 
in the taxpayers’ favour. 

A point of doubt which arises here is 
whether as a profession we “‘sell our- 
selves” to our personal taxation clients 
as skilfully as we might. It has been said 
to me in the past, sometimes half- 
jokingly, sometimes quite seriously, 
“The only time I hear from you on my 
private matters is when I get a letter from 
you saying—‘Dear sir, the enclosed 
demand note is correct and may be 
paid—yours faithfully’.” 

The client might think in such a case 
that he is the subject of a very perfunc- 


‘tory service, or he might even think that 


everything which comes from the 
Collector of Taxes is automatically ticked 
off and sent to him for payment. 

The demand note in question may 
perhaps have been the subject of corres- 
pondence and negotiation over quite a 
prolonged period, all of which may have 
been to the advantage of the client—but 
if he knows nothing about it he can 
hardly be blamed for not expressing any 
gratitude. The lesson to be learned is 
one which I myself have taken to heart— 
and that is to keep the client in touch 
with what is going on in connection with 
his own taxation affairs, and to let him 
see that active steps are taken to get the 
best possible deal for him. 

Furthermore, to convey the im- 
pression (which is not in the least at 
variance with the facts) that the personal 
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taxation service is a complete and inte- 
grated service in itself, I have found it 
useful to supply the client with an annual 
statement showing an analysis of the total 
income, the allowances due against that 
income, the amount of income tax 
payable for the year, and how that 
amount of tax has been paid—either by 
P.A.Y.E. deductions, by direct assess- 
ment, or by deduction at source. 

A separate calculation shows the 
surtax payable for the year, and the state- 
ment concludes with a computation of 
net spendable income—showing the 
gross income of husband and wife, the 
income tax paid or suffered by each,and 
the surtax paid by each (or, most 
probably, by the husband alone), and 
resulting in the net cash sum which each 
is able to spend or invest. 

This statement brings together into 
proper perspective a mass of figures 
which otherwise would be floating 
round in the client’s mind without form 
or substance, and brings home to him 
that the same level of professional 
attention is given to his personal affairs 
as to the company’s affairs. 


Taxation and estate duty planning 

The practising accountant has many 
opportunities to advise his clients on the 
various legal means which are open to 
them of minimising their taxation and 
prospective estate duty liabilities. In the 
past this may have been the prerogative 
of the family solicitor, but nowadays the 
solicitor will be the first to acknowledge 
that, with his more intimate knowledge 
of his client’s financial affairs, the 
accountant is often in the more favour- 
able position to judge when the time and 
circumstances are opportune for those 
means to be invoked. 

Having decided that the time is 
opportune, the accountant offers his 
advice, irrespective of whether or not it 
has been specifically sought by the client, 
and sees to it that the solicitor is briefed 
immediately it is apparent that the client 
is interested. The closest collaboration 
between the solicitor and accountant is 
highly advisable, and in the interests of 
the client there should be no hesitation 
in seeking the advice of experienced 
taxation counsel should any points of 
doubt arise. 

Broadly, the various methods of tax 
and estate duty planning in relation to 
the members of a private company fall 
under the following heads: 

(a) Deeds of covenant. 

(5) Outright gifts. 

(c) Gifts in consideration of marriage. 

(d) Settlements on the settlor’s own infant 

children. 

(e) Discretionary trust settlements. 
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Without attempting to turn this paper 
into a legal textbook, it might be useful 
if I refer to the basic characteristics of 
these various forms of tax and estate 


duty saving: 


Deeds of covenant 

The deed of covenant is a legal method of 
transferring income from one person to 
another—and it is most useful where one 
person has a large income and wishes to 
transfer some of it to another (not being 
his wife or his infant child). 

In the personal affairs of the members 
of the private company there is often 
room for the deed of covenant—for 
example, one member may be supple- 
menting his mother’s income to the 
extent of £250 a year, another may be 
contributing £50 a year to the main- 
tenance of the old family nurse in her 
declining years, another may be con- 
tributing £300 a year to the school fees 
of his grandson, and so on. In cases such 
as these a properly executed deed of 
covenant to pay an annuity to the named 
beneficiary for a term of more than six 
years (or for the joint lives of the payer 
and payee, whichever may be the shorter) 
will constitute that annuity a legal charge 
on the income of the payer, empowering 
him to deduct income tax from the gross 
amount at the time of payment and to 
deduct it in computing his total income 
for the purpose of surtax. To the bene- 
ficiary, the annuity will be taxed income 
and eligible for a claim for the repay- 
ment in whole or in part of the income 
tax deducted by the payer, depending on 
the beneficiary’s circumstances in rela- 
tion to other income, total income, and 
taxation allowances. 

The points to be watched are: 


(1) There should be no danger in any one 
or more of the years concerned that the 
payer’s income will diminish to the point 
at which that part of his income on which 
income tax is payable at standard rate is 
less than the amount of the gross annuity 
—otherwise the payer will be accountable 
to the Revenue in whole or in part for the 
tax which he deducted from the annuity 
at the time of its payment. 

(2) If relief from surtax is to be obtained, 
the sums payable under the covenant must 
be for the benefit of a named individual or 
individuals, or of the children of a named 
individual. That is to say, sums payable 
under a covenant for the benefit of a 
church or charity are not deductible for 
surtax purposes—even though they retain 
their advantage, both to the payer and to 
the payee, for income tax purposes. 

(3) In the case of small annuities to grand- 
children, care should be taken to see that 


the receipt of the annuity will not result . 


in the loss, for both income tax and 
surtax purposes, of the appropriate child 
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allowance. For example, an annuity of 
£100 to a grandchild having an income of 
£3 10s. a year from 34 per cent. War Loan 
will result in the loss of the child allow- 
ance to the parent—and the transaction 
will show a net loss. There are probably 
other cases in which payments under a 
deed of covenant could result in the loss 
of an income tax allowance to a party 
other than the payer, and care should be 
taken that the operation is planned for 
the maximum possible benefit to all the 
parties concerned. 

(4) The covenant should not provide for 
the annual payments to be accumulated 
in such a way that they do not become 
for tax purposes the income of the bene- 
ficiary, as such a provision would render it 
ineffective for tax purposes. 


Outright gifts 

An outright gift of property, whether in 
the form of shares in a private company, 
land, investments, or any other asset, if 
made otherwise than to the donor’s 
infant child, becomes effective, both as to 
the capital and its income, forthwith as 
from the time of the gift. The donee will 
remain under risk of estate duty liability 
until the five-year period has elapsed, 
subject to the graduation provided by 
Section 64, Finance Act, 1960, for death 
in the third, fourth and fifth years. 


Gifts in consideration of marriage 

The most favourable opportunity which 
a parent has for transferring part of his 
private company shareholding to his 
children (and especially his sons, if they 
are to succeed him in the business) is on 
their marriage. A gift in consideration of 
marriage (which in practice means a gift 
made before the marriage if it is 
expressed to be made in consideration 
of the marriage, or after the marriage if 
it was made in pursuance of an agree- 
ment to do so which itself was made 
before the marriage) carries complete 
exemption from estate duty irrespective 
of the date of the subsequent death of the 
donor, and it also attracts a much lower 
rate of stamp duty—i.e. 5s. per cent. ad 
valorem instead of the usual £2 per cent. 
ad valorem. 

Such a gift is not necessarily confined 
to shares in the family company—it can 
take any form, and there is no limit to its 
value. 


Settlements and trusts—generally 
Deeds of settlement between parent 
and children, or grandparents and grand- 
children, offer a means of transferring 
assets from the older generations to the 
younger in such a way as to secure relief 
from estate duty, and in most cases 
relief from income tax and surtax also. 
Since August 1, 1957, they have ac- 
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quired an added significance. The 
directors and members of a private 
company who are faced with the pay- 
ment of what they consider an extrava- 
gant dividend in order to avoid a surtax 
direction under Section 245 do not relish 
the thought that so much money will 
merely have passed in and out of their 
bank account—the “‘out’’ part being, 
of course, the surtax which is payable 
on it. 

To them, the settlement of part of 
their shareholding into a trust for their 
children offers a means of “salvaging 
something from the wreck.” They will 
not wish their children to have the 
absolute ownership of those shares at 
too early an age, but they will welcome 
the opportunity of allowing part of the 
family company’s annual dividends to 
accumulate during the children’s minor- 
ity into a useful capital sum, and, from 
the age of 21 or their earlier marriage, 
to be available for them should they 
need it. 

An additional advantage, and one 
which is not to be ignored, is that if the 
trustees in their uncontrolled discretion 
saw fit to apply the accumulated income 
or any surplus cash capital to the pur- 
chase of a house for the child’s occupa- 
tion on his or her marriage, or to the 
purchase of a motor car or other much- 
desired asset on or after attaining the 
age of twenty-one, it would relieve 
father’s pocket accordingly. 


Settlements on the settlor’s own infant 
children 
The tax legislation allows a settlement of 
the capital and income of investments by 
a parent to his own infant child, pro- 
vided that the income is accumulated 
until the child attains twenty-one or 
marries before that age. It is permissible 
to provide that the income may be used 
for the child’s maintenance and educa- 
tion, but if any income is so applied 
during the parent’s lifetime it will be 
deemed to be the parent’s income for all 
tax purposes. 

Accumulation of income after the 
child has attained twenty-one is nor- 
mally not permissible, and from that 


age, therefore, the income must actually 


be paid to the beneficiary. The vesting 
of the capital, however, may be deferred 
until such date as the settlor may pro- 
vide—e.g. when the child attains the 
age of twenty-five, thirty, or even later. 

In the case of a settlement of this 
type, there is no objection to the trust 
fund reverting to the settlor in the event 
of the beneficiary dying without issue 
prior to the vesting date. 

The estate duty consequences of such 
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a settlement are that the settlor’s estate 
will be under risk for five years (subject 
to the graduation provided by Section 
64, Finance Act, 1960), but that no 
liability will accrue on the death of the 
beneficiary during the trust period. 
The taxation consequences are: 
(1) If the settlor is the beneficiary’s 
parent, any trust income applied during 
the settlor’s lifetime to the benefit of the 
beneficiary while an unmarried infant will 
be deemed to be the income of the settlor. 
(2) If the settlor is not the beneficiary’s 
parent, repayment of income tax can be 
claimed on such part of the trust income 
as is applied to the beneficiary’s benefit, 
subject to the beneficiary’s personal 
circumstances. 
(3) When the accumulations of income 
are paid to the beneficiary on attaining 
twenty-one or other specified age, repay- 
ment of income tax can be claimed by the 
beneficiary (on his taxation personal 
allowances) on each year’s trust income 
over the whole period of the accumula- 
tions. 


Discretionary trust 

This form of trust has become in- 
creasingly popular during recent years, 
and its great flexibility can be used to 
take every advantage of changing 
circumstances. 

It can be used to settle a trust fund on 
several beneficiaries as a class, the 
trustees being given absolute discretion 
to appoint capital or income in favour 
of any one or more members of that 
class. No one member of the class is 
given-any absolute right to any part of 
the trust fund, and estate duty liability 
on his or her death is thereby avoided. 

Although the benefit of Section 228, 
Income Tax Act, 1952, is lost (that is to 
say, it is not possible to claim repay- 
ment of tax on accumulated income), 
substantial taxation benefits can be 
obtained. For example, A has settled 
shares in the family company on his sons 
B, C and D, and their respective wives 
and issue until D (the youngest) be- 
comes thirty-five. B, aged thirty-two, 
married and with children, is now a 
director of the family company, at a 
salary of £2,500. His daughter, aged ten, 
is at a preparatory school, her annual 
fees being in the order of £250. B’s share 
of the annual trust income is £500 gross. 
If the whole of B’s share of the income 
(£306 net) is appointed by the trustees 
to the benefit of B’s daughter there will 
be a sufficient fund, with the income tax 
repayment, to pay for her school fees, 
clothes, and other items of mainten- 
ance—the net saving to B being the 
income tax repayment (£110) minus the 
loss of the child allowance (£39) =£71. 
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Unless B has a sizeable unearned in- 
come the surtax provisions of the current 
Finance Bill will result in the loss of the 
surtax saving which would also have 
accrued for years up to 1961/62. 

This flexibility, both as to capital and 
income, can be of great advantage 
within the family—an incidental one 
being the curb which the trustees can 
impose on any potential black sheep. In 
this form of trust the trust fund must not 
in any circumstances be capable of 
reverting to the settlor, and an ultimate 
beneficiary must be nominated should 
it happen that no member of the named 
class of beneficiaries ever acquires a 
vested interest. 


The accountant as trustee 

Having decided on the subject-matter 
and the terms of a settlement, the settlor 
will be asked to nominate the trustees. It 
may be that if the provisions are all cut 
and dried and the trust period is a lengthy 
one, the settlor might possibly wish to 
appoint a trust corporation—which in 
common parlance means that he would 
like the executor and trustee department 
of his bank to act. 

In the very great majority of cases, 
however, especially should the trust be a 
discretionary one, the settlor prefers that 
the beneficiaries should be in the hands of 
someone who could exercise a more 
personal interest in them, and _ the 
probability is that he will nominate as 
trustees, his wife, his solicitor, and his 
accountant. 

A nomination in that capacity is a 
great compliment to a professional 
adviser, for there can be no clearer 
indication of the confidence which the 
settlor and his family have in him. 

The accountant will prepare the 
annual accounts of the settlement and 
will take care of its taxation matters, and 
on those grounds he will probably be 
more intimately concerned with the 
trust affairs than will his co-trustees. 
This duty is becoming an increasingly 
important part of the practising accoun- 
tant’s work, and for the reasons stated 
it is one which he can regard with a 
certain degree of satisfaction and pride. 


Insurance advice 
Insurance, in its many forms, concerns 
virtually every client and is very fre- 
quently a topic of discussion with his 
accountant. 

It is impossible to deal with every 
form of insurance in this paper, but the 
types of cover with which the accountant 
will be more closely concerned in his 
relations with clients will be life 
assurance and pensions schemes (either 
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individual or group). 

The life assurance policy can be used 
for its normal purpose (that is to say, to 
provide an estate for the client’s depen- 
dants in the event of his premature 
death, or to provide an annuity on his 
attaining a specified age, or to provide 
cash to pay estate duties on his death), 
but it can also be used for other and 
more immediate purposes—such as to 
provide a five-years’ cover for the estate 
duty which would be payable on a gift 
inter vivos if the donor died within that 
period, or to provide an annual amount 
over a specified period of years to pay 
school fees, or for any other short-term 
purpose. 

To deal with two specific cases: 


(1) Life assurance on a young life 
A younger member of the family who 
has started his working days, either with 
the family company or as a trainee with 
a similar concern elsewhere, should be 
advised to take up a life assurance policy 
as soon as he is in receipt of a salary. A 
“with profits’ policy taken up in the 
early twenties is as good an investment 
as can be obtained anywhere and it 
should form the backbone of any young 
man’s financial policy. 

The following are the figures relative 
to a policy recently taken up by a young 
man aged twenty-six: 


Date of birth March 6, 1935 
Age 65 on March 6, 2000 
First premium February 28, 1961 
Last premium February 28, 2000 
Total premiums 40 

Cover £5,000 with profits 
Annual premium £128 10 0O 


Less income tax relief 20 3 O 


£108 7 O 
‘Total premiums paid 
(£108 7s. Od.x40) £4,334 0 0 
Proceeds of policy 
Basic cover £5,000 
Estimated bonuses— 
40 years at £2 10s. 
per £100 5,000 
£10,000 
Convertible into an 
annuity at age 65 
(at £10 17s. 6d. 
per £100) = £1,087 per annum for 


rest of life 


An important consideration here is 
that the annual bonus which is added to 
the capital value of the policy is more 
than the amount of the annual net 
premium. 

However, the all-important considera- 
tion is that for an annual outlay of little 


over £100 the owner of this policy has 
made himself basically secure for the 
rest of his days. Should he strike a bad 
patch, the policy can be used as security 
for annual loans to pay the premiums, 
and it should be clear to him that the 
very last thing he should do is to let this 


policy lapse. 


(2) Life assurance for school fees 

If no benevolent grandparent is eligible 
or willing to provide an annuity under a 
deed of covenant to pay a child’s school 
fees, a life policy can be taken up by the 
parent in advance of the specified 
educational period. 

For example: 


Father, aged 30 
Child, aged 1 
Public school education to commence at age 
11 
Policy to provide: 
(a) £100 per term for 15 terms, plus 
(b) Income of £300 per annum up to the 
commencement of the educational 
period if the father should die prior to 
that date 
Annual premium 2 0 
Less Income tax relief—say 16 2 0 


£121 0 0 
Total premiums paid 
(£121 x 10) = £1,210 
Proceeds of policy 
Basic cover =£100 per term 
for 15 terms 
(spread over 5 
years) 
Maximum possible 
additional cover 
(if death of parent 
occurs immediate- 
ly after taking up 
the policy) =£300 per annum 
for 10 years 


The maximum cover provided by the 
policy thus amounts to £4,500, reducing 
by £300 per annum until the tenth year, 
when it amounts to the basic cover 
only—that is to say, the provision of 
£300 per year (£100 per term) for five 
years. 

The net benefit of this type of policy is 
that instead of paying £300 per annum 
for five years the insured pays £121 for 
ten years, and has the additional advan- 
tage of life cover at £300 per annum 
during those ten years. 


Assurance policies under the Married 
Women’s Property Act, 1882 

The proceeds of a life policy taken out 
by a husband for the benefit of his wife 
under the Married Women’s Property 
Act will not be merged with the remain- 
der of his estate on his death, but will 
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form an estate by itself for estate duty 
purposes. Wherever possible, therefore, 
due advantage should be taken of this 
in any form of estate duty planning. 

For example: 


(1) A life policy can be effected by a hus- 
band in trust for the absolute benefit of 
his widow or his child. 

In this type of policy, trustees should be 
appointed (who can be the assured and 
his wife or the child), and the policy 
moneys will be paid to the surviving 
trustees immediately on proof of death— 
without waiting for the grant of probate 
or administration. This type of policy has 
the additional security of being protected 
against the claims of the assured’s 
creditors. 

As to estate duty, the proceeds will be 

free of duty if the premiums paid can be 
shown to be part of the normal and 
reasonable expenditure of the life assured. 
Failing that, estate duty will be levied on 
the full sum assured (as a separate estate) 
if death occurs in the first five years, or on 
a reducing proportion of the sum assured 
if death occurs thereafter. 
(2) A life policy can be effected by a 
husband for the benefit of his wife should 
she survive him, otherwise for the benefit 
of one or more of his children. 

In this case, the same considerations as 
to trustees, method of payment of the 
policy proceeds, and protection from 
creditors, apply as in the first example 
above. 

Estate duty in this case will normally 
be levied on the full sum assured (as a 
separate estate). 

(3) A life policy can be effected by the 
wife upon the life of her husband. 

In this case the premiums would nor- 
mally be paid by the wife out of her 
separate income, and in such a case no 
estate duty would be payable on the 
proceeds of the policy. If, however, the 
husband had paid any of the premiums, 
estate duty would be leviable on any such 
premiums paid by him within five years of 
his death, unless those premiums could 
be shown to be part of his normal and 
reasonable expenditure. 


Pensions schemes 

So far as concerns pensions schemes, the 
advice of the accountant will quite 
clearly be sought. This is a subject which 
is much too involved to be dealt with at 
any great length in this paper, except for 
two matters which closely concern the 
directors of a private company: 


(1) A controlling director (that is to say, 
a director of a director-controlled com- 
pany who holds more than 5 per cent. of 
the equity capital of the company) cannot 
be included in any group pensions 
scheme—and if he wishes to be provided 
with a pension he must take up a retire- 
ment annuity under the terms of Section 
22 etc. of the Finance Act, 1956, paying 
the premiums himself, and receiving the 


appropriate income tax and surtax relief 
thereon. 

(2) In relation to retirement annuities 
under the Finance Act, 1956, taken up by 
directors and executives of private com- 
panies, the accountant is well advised to 
calculate the net cost of the premium 
(after all taxation allowances have been 
received) and to weigh the resultant 
benefit against a normal endowment life 
assurance on which only the normal 
two-fifths of the premium is allowed for 
income tax purposes. Unless the surtax 
rate is quite high it can often be the case, 
especially if the individual is short of 
normal life assurance, that it will suit him 
better to apportion the intended premium 
between the two types of assurance—a 
point which the client himself is inclined 
to overlook. 

The surtax provisions of the current 
Finance Bill add point to this, for many 
retirement annuity premiums from now 
on will not rank for surtax relief—and 
in the case of an individual having an 
earned income of £5,000 or less, the only 
relief to be obtained in future will be 
seven-ninths of the premium at 7s. 9d., 
viz. a retirement annuity premium of £360 
would attract relief of £360 minus two- 
ninths (£80)=£280 at 7s. 9d. £108. 


The accountant as insurance agent 
Here I am expressing my own purely 
personal views. Insurance is a vast 
subject and unless the professional 
accountant is in a position to devote a 
disproportionate amount of time to its 
study, he cannot claim to be an expert 
in it. For that reason, it is almost always 
in the client’s interests to call into con- 
sultation a reputable firm of insurance 
brokers—and if they can be given the 
hint, gentle or otherwise, that they are 
expected to comb the insurance market 
and f -ocure the best possible rates from 
a company whose standing and methods 
are beyond any question, then the 
client’s interests will be even better 
served. 

This brings me to the next point— 
the relationship which exists between the 
accountant and his client is such that the 
accountant’s advice should not only be 
impartial but that it should manifestly 
be seen to be impartial—and any taint 
of self-interest is something to be 
avoided at all costs. On those grounds I 
have never reconciled myself to the 
principle that a professional accountant 
may properly receive commissions from 
an insurance company with whom he 
has placed his client’s business. In the 
great majority of cases the client or his 
company already has an _ insurance 
agency, and it is not a difficult matter to 
arrange that in one way or another the 
commission is allowed to the client. If, 
as I suggest, an insurance broker is 


ACCOUNTANCY 


retained then no question arises, for the 
broker will receive the commission. 

In either event, the accountant’s re- 
ward for his advice is the professional 
fee which he receives from his client, and 
the receipt of a sum of money from a 
third party (either in substitution for 
the fee or in addition to it) is surely 
something which is repugnant to a pro- 
fessional relationship. 


The accountant as investment adviser 
The investment advice which I myself 
have given during my professional life 
has been confined to advising, where 
appropriate, on the purchase of an 
annuity, or an investment in a building 
society, or on some other “safe” invest- 
ment of that nature. 

I have made it a practice never to 
advise on investments as such (by which 
I mean investments which are bought 
through the Stock Exchange), and I have 
invariably referred the client to his stock- 
broker—on the grounds that I do not 
hold myself out as an expert in invest- 
ment policy. 

For that reason I have nothing to 
contribute on this aspect of a financial 
adviser’s activities, but I look forward 
with some interest to hearing the views 
of the members of the course on this 
particular matter, and to finding out 
whether I am failing to live up to what is 
expected of me. 


The accountant as a director 
In the fullness of time, the practising 
accountant may be asked to join the 
board of one or more of his private 
company clients. It may be because his 
frequent presence at directors’ meetings 
has influenced his clients to think that 
his professional relationship with them 
has consolidated itself over the years into 
something very like that of financial 
director to the company, or it may be 
that the older directors feel that the 
presence of the accountant on the board 
would help to bridge the gap between 
the older generation and the younger, 
or they may feel that he would be an 
ideal “‘reserve’’ director—who with his 
intimate knowledge of the company’s 
affairs could take up the administrative 
reins for the time being should they be 
taken ill or be killed in an accident. 
There is no reason at all why the 
accountant should not accept such an 
invitation, in the full knowledge that 
with his professional ability and his 
knowledge of the company and its 
directors and members he will be able to 
contribute to the company’s well-being 
in a very positive and practical way. 
A matter which will probably surprise 
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his co-directors is the accountant’s 
intimation that there will have to be a 
change in the audit arrangements. If the 
company is not an exempt private com- 
pany, a firm other than the accountant’s 
own firm will have to be appointed as 
auditors, but if it qualifies as exempt 
within the meaning of the Seventh Sched- 
ule, the accountant’s partner, or a 
member of his staff, may be appointed. 
The directors of the non-exempt com- 
pany will probably feel aggrieved that 
they cannot appoint their accountant to 
the board without losing him as auditor, 
and they will resent having to bring in 
another firm of auditors and lay bare 
their innermost secrets to them. 

Faced with the choice, they will 
probably prefer to retain their financial 
adviser as auditor and forego any 
advantages which might have accrued 
from having him on the board—and for 
that reason the accountant’s election to 
the board is more frequent in the case of 
the exempt private company. The 
appointment of the accountant’s partner, 
or a member of his staff, as auditor will 
almost certainly be welcomed by the 
directors and members of the exempt 
company, and it offers an interesting 
subject for discussion why such an 
arrangement, allowed by the Companies 
Act, is sometimes frowned upon in pro- 
fessional circles. 

Tangible evidence that this arrange- 
ment is not wholly approved by the pro- 
fession is provided by the Institute’s 
recent Memorandum for the Jenkins 
Committee on Company Law—which 
states: 

(a) That the Council of the Institute are 
unanimous in the view that a person who 
is in the employment of a director of the 
company should not be eligible for ap- 
pointment as auditor. 
(6) That in their view as to whether a 
partner of a director of the company 
should be eligible for appointment as 
auditor the Council are not unanimous— 
a majority being of the opinion that there 
has been no evidence of any abuse and 
that it has been of the greatest benefit to 
small family companies, for which it is an 
economical and convenient arrangement. 
The view of some members of the Council, 
however, is that the independence of the 
auditor is of paramount importance, that 
an important matter of principle is in- 
volved, and that regardless of the way in 
which this exception to the general rule 
may have hitherto operated in practice, it 
should be withdrawn. 

(c) That if the exception in favour of a 

partner of a director is allowed to con- 

tinue, there should be a statutory obliga- 
tion to disclose in the annual accounts (or 
in the documents annexed thereto) the 

fact, if it be so, that the auditor is a 

partner of a director of the company. 


4 
hy 
ia 
‘ 
Rath 
WR 
ay 
‘fe LAr 


488 


A Statement by the Council of The Institute of Chartered 
Accountants in England and Wales 


Statements on Auditing 
1. General Principles of Auditing 


Auditing is an important professional task carrying heavy responsibility and calling 
for commensurate skill and judgment. Each auditor must decide for himself the 
nature and extent of the work which is necessary in order to enable him to discharge 
the responsibility he has undertaken, whether under statutory provisions or by 
arrangement with his client. 
The Council of The Institute of Chartered Accountants in England and Wales 
considers however that it can assist the members of the Institute by issuing for their 
guidance a series of Statements on Auditing, of which this is the first. 

This Statement is related primarily to audits under the Companies Act, 1948. Other 
audits must be considered in the light of the relevant circumstances and statutory 
provisions (if any) but much of this Statement, particularly in relation to audit 
procedure, should be adaptable to those audits. 
In relation to matters of law this Statement has been settled in consultation with 


counsel. 


Introduction 

1. Auditors under the Companies Act, 
1948, have specific duties laid upon them 
and they have an obligation to acquaint 
themselves with those duties. Their 
statutory duties cannot be limited by 
agreement with the members or directors 
of the company; and Section 205 of the 
Act renders void any provisions, in the 
articles or otherwise, purporting to 
exempt an auditor from or indemnifying 
him against any liability which by virtue 
of any rule of law would otherwise attach 
to him in respect of any negligence, 
default, breach of duty or breach of 
trust in relation to the company. On the 
other hand, additional duties and respon- 
sibilities may be placed upon auditors 
by the articles of the company or by 
special agreement with the members or 
directors. This may be particularly 
important where the auditors carry out 
other work in addition to their statutory 
duties as auditors. These circumstances 
are referred to later in paragraphs 30 
and 31. 

2. As a general statement of the degree 
of professional competence required of 
an auditor, reliance can properly be 
placed on the observation made by Lord 


* Certain of the rulings made by Lord Justice Lopes 
on the particular facts of the case before him in 1896 
would now be inappropriate in the light of the 
Statutory duties imposed by the Companies Act, 
1948. 


Justice Lopes in Jn re Kingston Cotton 
Mill Co. Ltd.* ({1896] 2 Ch. 279 at pages 
288-90): 


It is the duty of an auditor to bring to bear 
on the work he has to perform that skill, 
care, and caution which a reasonably 
competent, careful, and cautious auditor 
would use. What is reasonable skill, care 
and caution must depend on the particu- 
lar circumstances of each case... . If 
there is anything calculated to excite 
suspicion he should probe it to the 
bottom; but in the absence of anything 
of that kind he is only bound to be reason- 
ably cautious and careful. . . . The duties 
of auditors must not be rendered too 
onerous. Their work is responsible and 
laborious, and the remuneration mod- 
erate.... 


3. In the previous year similar judicial 
guidance on the duty of an auditor had 
been given by Lord Justice Lindley in Jn 
re London and General Bank ([(1895] 
2 Ch. 673 at page 683): 


He must be honest—that is, he must not 
certify what he does not believe to be true 
and he must take reasonable care and 
skill before he believes that what he 
certifies is true. What is reasonable care 
in any particular case must depend upon 
the circumstances of that case. 


4. The foregoing comments on the 
auditors’ position in law are a necessary 
background to any consideration of the 
duties of auditors, but this Statement is 
concerned essentially with the general 
principles of auditing as a professional 
assignment rather than with the conse- 


quences in law of a failure by auditors to 
discharge their duties. The Council’s 
object in issuing this Statement is not to 
define the liability in law for such a 
failure. Its object is to assist members to 
improve the standards of auditing for 
the good of the profession and the benefit 
of their clients and the public. 

5. Responsibility for the accounts and 
financial control of a company rests 
upon the directors. Their statutory duties 
include responsibility for ensuring the 
maintenance of adequate records and the 
preparation of annual accounts showing 
the true and fair view required by the 
Act. They are responsible for safe- 
guarding the assets of the company and 
are not entitled to rely upon the auditors 
to protect them from any shortcomings 
in carrying out their responsibilities. 

6. Auditors have their own indepen- 
dent responsibility to form and express 
their professional opinion on the ac- 
counts to be presented by the directors to 
the shareholders. Auditors do not 
guarantee or certify the accounts, but 
their responsibility is heavy and cannot 
be discharged without a full realisation 
of the professional skill and judgment 
which need to be exercised in carrying 
out their duties. They must approach 
their work as auditors with an indepen- 
dent outlook and must do nothing which 
would impair that independence. 

7. If the directors have carried out 
their duty properly the detailed checking 
by the auditors will be limited to appro- 


“T’m no alarmist,” 


I told my client— 


“ but you must admit that life is more hazardous than it was.” 
He begged me to stick to the point. All he wanted was to insure his 
house and its contents. 

“I believe you have an old house ?” 

He gave me the date to a year, trying not to look conceited. 

“ Quite so,” I said, “‘ With a great TV mast clamped on the 
chimney—a thing the Georgian bricklayers probably didn’t 
bargain for.” 

He asked me what I meant. 

“ A fine old chimney . . . a fine old gale...” 

His eyebrows rose. 

* Or take saucers,” 


They rose higher. 


I said. 


** Could and should,” I told him. “‘ They are what the Legal 
and General describe as ‘ other aerial devices ’—and a very 
liberal-minded description, if you ask me.” 

He wanted to know why liberal-minded. 

** Because if and when Science recognizes the Saucer, I reckon 
that must be covered too. Not to mention articles dropped 
therefrom.” 

He asked if the latter would include actual Martians. But then, 
clients are very hard to please nowadays. 


The Lecat & GENERAL AssuURANCE Society’s Comprehensive 
Insurance for Private Houses also offers improved cover under 
fifteen other headings, with no increase in the present rate of 
premium. For full details of policies that keep pace with the 
times, write to : 


“* Well, that may be too specific,” I admitted. “* Let’s make it 
artificial satellites. You see, a policy might cover you against 
damage by aircraft, or articles dropped therefrom— 

He said he should hope so. 

“* but aircraft are not the only thing in the sky these days. 
It would be bad luck to get a couple of gables knocked off by a 
stray nose-cap from a long-forgotten sputnik . 

Just a minute, he said, sitting wp. Was I telling him that he could 
insure against such contingencies ? 


LEGAL&GENERAL 


ASSURANCE SOCIETY LIMITED 


Fire & Accident Departments: 
Aldwych House, London, W.C.2. 


Chief Administration : 188 Fleet Street, London E.C.4 


‘ACCOUNTANT required by manufacturing company; must have a 
thorough knowledge of-modern Costing and Budgetary Control . . 


The School of Accountancy is the leading Tutorial 
Institution for the I.C.W.A. Examinations. More 
than 9,100 complete passes. Full details of 
Examinations and concessions granted to men 
with Professional Accountancy qualifications are 
given in The School’s Prospectus, obtainable post 


free on request. 


ADVERTISEMENTS similar to the. above are 
appearing regularly. Could you confidently apply 
or, though qualified or experienced in Professional 
Accountancy, would you feel handicapped by 
lack of specialized qualification in Costing? You 
can greatly extend your range of opportunity by 
qualifying through the Examinations of The 
Institute of Cost and Works Accountants. 


50 years of Successful Educational Service 


POST THIS COUPON TODAY 


Please send me a copy of your Prospectus relating 
to the I.C.W.A. Examinations 


178 Regent House, 6 Norfolk Street 
LONDON, WC2 
and at Glasgow 


If you are interested in other examinations, or non-exam- 
ination tuition, please add details. 178 


| 
| 
| 
| 


xv 
— 
Z 
| 
‘ 
Ww ik 
= 
i 
‘She c ccountanc 
| 
| 


INCOMPLETE 


ELIMINATE TIME-WASTING 
MANUAL ANALYSIS WITH 


Unqualified and junior staff produce proved 
results in half the time with the SwEDA, 


Incomplete records are always a headache, yet they 
are the life blood of many a practice, particularly sy = 
in ‘provincial areas. The routine task of detailed 4 = —— 
analysis ties up qualified staff for many valuable 
hours. With swepa, the job can be done in half the 
time, providing full working paper information 
with 100% accuracy and fully proved results. 
Apart from this particular application many others 
including wages, petty cash, ledger balances and 
dividends can be done far quicker on the SWEDA. 
Available for outright purchase or on 
economical rental terms. Attach the coupon to 
your letterheading and post today for full details. 


throughout Great Britain. 
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y Please let me have details of the SWEDA i 

| Accountants Analysis Machine. | LONDON OFFICE MAGHINES LTD. 
5 om I Sweda House, 5 Lower Belgrave Street, London, SW1. 
| I Telephone: SLOane 0407 (PBX) 

Branches in principal centres 
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priate tests which, if suitably planned, 
may extend to only a small proportion 
of the total transactions unless the com- 
pany is a small organisation in which the 
scope for internal control is limited. If 
on the other hand the directors have not 
carried out their duty properly this will 
have a material bearing on the terms of 
the auditors’ report and may well in- 
volve the auditors in extensive checking, 
at the expense of the company; but it is 
not their function to act as a substitute 
for proper management control. 

8. The essential features of an audit 
are: 

(a) to make a critical review of the 

system of book-keeping, accounting and 

internal control 

(b) to make such tests and enquiries as the 

auditors consider necessary to form an 

opinion as to the reliability of the records 
as a basis for the preparation of accounts 

(c) to compare the profit and loss account 

and balance sheet with the underlying 

records in order to see whether they are in 
accordance therewith 

(d) to make a critical review of the profit 

and loss account and the balance sheet in 

order that a report may be made to the 
members stating whether, in the opinion 
of the auditors, the accounts are presented 
and the items are described in such a way 

that they show not only a true but also a 

fair view and give in the prescribed 

manner the information required by the 

Act. 

9. The auditors should aim to reduce 
their detailed checking to the minimum 
consistent with the system of internal 
control and the state in which they find 
the records. If their enquiries and tests 
satisfy them that the system is sound in 
principle and is carried out in practice 
then no useful purpose is served by 
extensive detailed checking. If on the 
other hand the system is not sound or is 
not properly carried out, then the audi- 
tors must first reach a conclusion as to 
the nature of the shortcomings before 
they can decide upon the nature and 
extent of the detailed checking which 
they should undertake. Auditors should 
therefore direct their attention in the first 
instance to the system of internal control. 


Internal Control 
Ascertaining the system 

10. By “internal control’’ is meant not 
only internal check and internal audit 
but the whole system of controls, 
financial and otherwise, established by 
the management in order to carry on the 
business of the company in an orderly 
manner, safeguard its assets and secure 
as far as possible the accuracy and 
reliability of its records. 

11. Auditors will find it of great 
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advantage to have before them an 
up-to-date record of the system of 
internal control. For this purpose they 
will normally need to make a study of the 
following matters: 


(a) the characteristics of the company’s 
business and its activities, involving 
possibly an inspection of its physical 
assets and operations 

(6) the system of bookkeeping and 
accounting 

(c) the duties of the executive directors 
and staff and the division of responsi- 
bilities 

(d) the system of internal check, that is to 
say, the checks on the day-to-day trans- 
actions which operate continuously as 
part of the routine system whereby the 
work of one person is proved independent- 
ly or is complementary to the work of 
another, the object being the prevention 
or early detection of errors and fraud; it 
includes matters such as delegation and 
allocation of authority and the division 
of work, the method of recording trans- 
actions and the use of independently 
ascertained totals against which a large 
number of individual items can be proved 
(e) internal audit, if any; where there is an 
internal audit the auditors should have 
regard to the Council’s Notes on the 
Relation of the Internal Audit to the 
Statutory Audit. 


12. On the first occasion this study of 
the system will require extensive enquiry 
and the auditors may find it helpful to 
prepare for this purpose a compre- 
hensive questionnaire, the answers to 
which will provide them with a basis for 
their record. 


Examining the system 

13. An examination of the system of 
internal control will enable the auditors 
to decide whether they can regard it ias 
satisfactory. Of particular importance is 
the extent to which the system ensures 
that the division of work and allocation 
of responsibility are such that each of 
the following aspects of the company’s 
activities is sufficiently independent of 
the others: 

(a) the transacting of business (that is to 

say, the creation of contractual obliga- 

tions and of any original records thereof) 

(b) the recording of those transactions in 

the books and records 

(c) the custody and handling of the assets 

involved in the transactions. 


14. A large company should have a 
comprehensive system of internal con- 
trol. A smaller company, having less 
opportunity for division of responsi- 
bilities and the institution of internal 
checks, may have a system which is less 
comprehensive without necessarily being 
unsatisfactory. This is a matter upon 
which the auditors must exercise their 
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judgment. The directors of every com- 
pany, irrespective of its size, have a duty 
to ensure that there is a proper system of 
control over the transactions and records 
and that proper arrangements are made 
for safeguarding the company’s assets. 
There will usually be some respects in 
which the possible errors or losses to the 
business are not sufficiently material to 
justify the additional expense which 
would be incurred by extending the 
control system sufficiently to prevent 
them. 

15. Apart from the work which the 
auditors should themselves do if they 
encounter weaknesses in the system of 
internal control (as indicated in later 
paragraphs), it is good practice for them 
to advise a director or appropriate 
executive, preferably in writing, with the 
object of assisting the directors in the 
discharge of their obligation to control 
and safeguard the assets of the company. 


The nature and extent of the tests to be 
applied 

16. Audit procedures should be based 
primarily on an appropriate series of 
tests designed to satisfy the auditors that 
the system of internal control is properly 
operated and is effective, so that the 
records can be regarded as a reliable 
basis for the preparation of accounts. 
Tests of the detailed transactions should 


_ be reduced to the minimum considered 


necessary by the auditor to achieve this 
purpose, and unnecessary expenditure of 
time on the massive vouching of routine 
transactions and extensive verifications 
of postings and additions should be 
avoided. 

17. The nature and extent of the tests 
which the auditors apply will vary 
according to the strength or weakness of 
the system of internal control and the 
nature of the internal checks which 
exist as well as according to the type of 
transaction or item which is the subject 
of examination. It is important to in- 
clude examinations “in depth’’ among 
the tests to be applied. Examination “in 
depth”’ involves tracing a transaction 
through its various stages from origin to 
conclusion, examining at each stage to 
an appropriate extent the vouchers, 
records and authorities relating to that 
stage and observing the incidence of 
internal check and delegated authority. 
For example, verification of a payment 
to a creditor for goods supplied could be 
made by examination of a paid cheque 
which had been drawn in favour of the 
creditor and crossed “Account payee 
only.”” Complete verification of this 
transaction “in depth” might involve the 
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examination of the transaction at all 
stages, including the following docu- 
ments or records: 
(a) the invoice and statement from the 
supplier 
(b) evidence that the goods had been 
recorded in the stock records 
(c) the goods received note and inspection 
certificate 
(d) a copy of the original order and the 
authority therefor. 


18. It is sound practice to reduce pro- 
gressively the number of transactions 
selected for examination as the depth of 
the examination increases. For example, 
it might, in a particular case, be appro- 
priate for the auditors to select one 
hundred payments to creditors for 
goods supplied and verify them by 
examination of the paid cheques proper- 
ly crossed and stamped by the paying 
bank; only a proportion of those one 
hundred payments would also be verified 
with the suppliers’ invoices and state- 
ments; a still smaller proportion would 
be verified in addition by evidence that 
goods had been recorded in the stock 
records; and so on until a comparatively 
small proportion had been verified com- 
pletely in depth. 

19. For a small company the tests 
which the auditors make will normally 
cover a greater proportion of the trans- 
actions than is necessary for a larger 
company where a more comprehensive 
system of control can be and is operated. 
In selecting items for examination and 
deciding upon the extent of the work to 
be done, the auditors should always 
consider to what extent the transactions 
under review are material in relation to 
the affairs of the company as a whole. 

20. In addition to the normal annual 
audit procedures covering all activities, 
it is also somai practice to select each 
year, for a more intensive review of the 
accounting procedures, one of the main 
aspects of the activities of the business: 
for example, sales, wages, receipts from 
customers, payments to suppliers. Such 
reviews can usefully be planned to ensure 
that over a period of years they cover all 
the main aspects. 

21. Depending on the circumstances 
it may or may not be necessary for the 
auditors to extend their tests in certain 
areas because of deficiencies in the sys- 
tem of internal control. Where, however, 
the auditors are of opinion that the 
internal control is inadequate to the 
extent of casting doubt on the reliability 
of the records, they will be obliged to 
undertake a great deal more detailed 
checking than would otherwise have been 
necessary. If, even after extensive 
detailed checking, they have been unable 


to satisfy themselves that the records are 
sufficiently reliable to enable the balance 
sheet and profit and loss account to 
show the true and fair view required by 
law, it will be their duty to state in their 
report that in their opinion books of 
account have not been properly kept and 
to make such other reservations as may 
be necessary. 

22. In exceptional cases, auditors may 
find that the records and the system of 
internal control are so seriously in- 
adequate that no useful purpose could 
be served by embarking upon extensive 
detailed checking, because even the most 
exhaustive tests would not enable them 
to form an opinion on the balance sheet 
and profit and loss account. In that event 
their appropriate course will be to report 
to that effect to the shareholders and to 
inform the directors of the respects in 
which the records and system are 
deficient. 


Examination of the profit and loss account 
and balance sheet 

23. The auditors will compare the 
profit and loss account and balance 
sheet with the books and records in 
order to see whether they are in accord- 
ance therewith. 

24. In addition, the auditors will make 
a critical review of the profit and loss 
account and balance sheet in relation to 
the following matters: 


(a) whether the accounts have been pre- 
pared on sound accounting principles 
consistent with those applied in the 
previous period; the distinction between 
capital and revenue is particularly impor- 
tant to prevent the overstatement of 
profits by charging revenue expenditure to 
capital, or their understatement by 
charging capital expenditure to revenue 
(b) the items in the balance sheet, with 
particular reference to the basis on which 
and the amounts at which they are stated 
and: 

(i) the existence, ownership and proper 

custody of assets 

(ii) the existence of liabilities 

(iii) their relation to the corresponding 

items at the end of the previous year 

and, where necessary, earlier years 

(iv) the suitability of the descriptions 

used 

(v) an adequate disclosure of informa- 

tion 
(c) the items in the profit and loss account 
with particular reference to adequate 
description, disclosure of information 
and the significance of variations as com- 
pared with previous periods 
(d) compliance with the requirements of 
the Act. 


25. The purpose of the work of the 
auditors is to enable them to express an 


opinion as to whether the accounts pre- 
sented to the members show a true and 
fair view. This purpose should govern 
their whole approach to the audit, the 
planning of their tests and the matters to 
be noted in the audit papers as the work 
proceeds. If they find weaknesses or 
matters which arouse their suspicion they 
should make exhaustive enquiries, and 
if in any material respects they are unable 
to satisfy themselves it will be their duty 
to include appropriate reservations in 
their report, to the extent, if necessary, of 
stating that they are not able to express 
the opinion that the accounts show a 
true and fair view. 


Fraud 
26. Irregularities which arise in the 
conduct of the affairs of a company may 
be classified broadly into: 
(a) acts or defaults by an employee or a 
director which are committed without the 
knowledge of the board of directors; it is 
the responsibility of the directors to take 
all reasonable care that the system will 
prevent such irregularities or bring about 
their early detection 
(6) acts or defaults by the directors which 
are designed to mislead or defraud the 
members 
(c) acts or defaults designed to defraud the 
Inland Revenue or other third parties (on 
which the Council has already issued its 
statement entitled Unlawful Acts or 
Defaults by Clients of Members). 


27. Material irregularities of the above 
character will normally be brought to 
light by sound audit procedures, but 
there is nothing in the Companies Act, 
1948, which specifically places a duty 
upon auditors to search for them or to 
examine the books and accounts with 
the object of discovering whether there 
have been defalcations or other irregu- 
larities by directors or employees of the 
company. Lord Justice Lopes pointed 
out in the Kingston Cotton Mill case: 

Auditors must not be made liable for not 
tracking out ingenious and carefully laid 
-schemes of fraud, when there is nothing 
to arouse their suspicion, and when those 
frauds are perpetrated by tried servants 
of the company and are undetected for 
years by the directors. So to hold would 
make the position of an auditor in- 
tolerable. 

28. Although there is no statutory 
obligation upon the auditors to search 
for irregularities, the possibility of their 
existence will be a factor governing the 
auditors’ approach to their work as 
described in paragraph 9 and in dis- 
charging their statutory duties. In 
normal circumstances they are entitled 
to rely upon the honesty of the directors 
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and employees of the company. But if, 
in the course of their examination, their 
suspicions are aroused they have a clear 
duty to probe the circumstances to the 
bottom and to report appropriately to 
the members. 


Auditors’ report 

29. The auditors’ report is governed 
by the requirements of the Ninth 
Schedule to the Act. They should express 
their opinion in clear and unequivocal 
terms. If they are unable to satisfy them- 
selves on any of the matters referred to 
in the Ninth Schedule they must include 
appropriate reservations in their report 
to the members of the company. They 
are not relieved of this obligation by 
making a report to the directors even 
though the directors may comprise all 


Other duties undertaken by auditors 


30. Accountants acting as auditors of 
a company frequently provide other pro- 
fessional services for the company. In 
particular they may draft for the 
directors the balance sheet and profit 
and loss account and sometimes assist 
with the underlying records; and they 
may at the request of the directors under- 
take detailed checking beyond that 
which is required to enable them to make 
their report to the shareholders, for 
example checking with the specific object 
of ascertaining whether there have been 
defalcations or other irregularities. In 
doing work of this kind they are not 
acting as auditors appointed under the 
Act but are rendering a separate pro- 
fessional service. Such additional services 
may facilitate their work in their capacity 
as auditors but do not extend or reduce 


491 


the responsibilities placed upon them as 
auditors by the Act. 

31. Where such additional services are 
rendered the following are important 
considerations: 


(a) the accountants should not undertake 
services which would impair their in- 
dependence as auditors 

(6) the duty to take all reasonable care 
that there is adequate internal control and 
to present accounts to the shareholders in 
compliance with the Act rests firmly on 
the directors and cannot be avoided by 
them 


(c) there should be a clear understanding 
with the directors as to the nature of the 
responsibility undertaken by the accoun- 
tants outside their duty as auditors, so 
that there is no misunderstanding as to the 
extent to which the directors, in dis- 
charging their own responsibilities, are 
placing reliance upon the additional 
services provided by the accountants. 


the members of the company. 


Taxation 


/ 


Taxation Danger Points—VI 


Buying a Business—II 


WHERE A COMPANY is under the control of five or fewer 
persons and a deceased person has transferred property 
to it (other than an interest limited to cease on his death 
or property which he has transferred in a fiduciary 
capacity) and any benefits have accrued to the deceased 
from the company within five years of his death, the 
Inland Revenue may invoke the provisions of Section 46, 
Finance Act, 1940. Under these provisions duty is levied 
on the proportion of the assets of the company which the 
aggregate amount of the benefits accruing to the deceased 
from the company bore to the net income of the company. 
The definition of the term “‘benefits”’ is wide. It covers any 
income from the company; any periodical payment out 
of the resources or at the expense of the company which 
the deceased received for his own benefit, whether 
directly or indirectly, and any enjoyment in specie of land 
or other property of the company or of a right thereover 
which the deceased had for his own benefit, whether 
directly or indirectly; and any such income, payment or 
enjoyment which the deceased was entitled to receive 
(and, if he did not draw it, interest thereon from the 
earliest date of his entitlement). Sections 49 and 50 of the 


Finance Act, 1940, define “‘net income”’ and “‘net assets 
of the company. 

It is not the purpose of this article to deal with these 
provisions in detail. They are relevant where shares in a 
company are being purchased, as the company is primarily 
accountable for the duty. An accountant advising on the 
purchase of shares in a company to which the provisions 
of Section 245 et seq. of the Income Tax Act, 1952, apply 
should therefore enquire whether any vendor shareholder 
has transferred assets to the company. If so, indemnities 
should be obtained from the vendors against this 
liability. 

In the case of companies carrying on a trade in dealing 
in securities or land or buildings or of developing land, 
or any other trade such that the value of any one object, 
which forms part of or constitutes the trading stock 
belonging to the company at the time of sale of the shares, 
amounts to 20 per cent. or more of the value of the net 
assets of the company, liability may arise under Section 
21, Finance Act, 1960. Under sub-Section 8 of that 
Section any tax not payable by the vendor of the shares is 
recoverable from the company. The provisions of the 
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Section are likely to be instantly recalled by a purchaser 
of a property company; but any trading company may 
be caught by the “value of any one object” provision. A 
full description of the 1960 legislation is given in the 
August, November and December issues of ACCOUNTANCY 
(pages 457-9, 653-4, and 715-16). 

A further danger when purchasing shares in a company 
can arise from Section 17, Finance Act, 1954. Under this 
Section, where a company carries on a trade, if at any 
time within two years after the purchase an interest in 
not less than 75 per cent. of the trade belongs to the same 
persons as such an interest belonged to at some time 
within one year before the change, the discontinuance 
and new business rules will not apply to the assessments 
on that trade. It is possible, therefore, to pay tax on 
profits not enjoyed. If the profits are rising this might be 
an advantage, for tax on the profits enjoyed is delayed. 
To determine who has an interest in the trade, if it belongs 
to a company it is necessary to consider the persons own- 
ing the ordinary share capital (that is, issued capital the 
holders whereof have not a right to a dividend at a fixed 
rate or a rate fluctuating only in accordance with 
variations in the standard rate of tax) and the propor- 
tions in which they own it. 


Illustration (1): 
The following are the shareholdings in Exe Ltd. and Wye 
Ltd.; the latter was formed to buy, and bought, the former’s 


business. 
Exe Ltd. Wye Ltd. 


(a) Dart .. 10 30 
Thames 20 — 
Avon... on 60 20 
Tyne .. 5 25 
Lee .. 5 10 
Wye .. 15 

100 100 


The provisions would apply. Dart, Avon, Tyne and Lee 
held more than 75 per cent. in Exe Ltd. and more than 75 per 
cent. in Wye Ltd. 

Exe Ltd. Wye Ltd. 


(b) Dart .. a os 10 30 
Thames 15 20 
Avon .. 70 
Tyne .. sal a 3 25 
Lee .. 2 25 

100 100 


The provisions would not apply. In order to get a 75 per 
cent. interest in Exe Ltd., Avon’s holding must be included; 
he is not a shareholder in Wye Ltd., so there cannot be a 75 
per cent. interest after the change held by the same persons 
as such an interest belonged to before the change. 


The following illustration shows a position in which 
these provisions assumed some importance. 


Illustration (2): 


A company (Over Ltd.) carried on two trades and made up 
accounts for both trades to March 31 in each year. On 
December 12, 1960, it sold one of its trades to a wholly owned 
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subsidiary company (Under Ltd.) formed for that purpose. It 
sold all the issued shares in that subsidiary on December 15, 
1960, to a public company (Public Ltd.), in which it held no 
shares. The assessable profits made in the trade sold were: 


£ 
Year to March 31, 1960 oa a“ 48,000 
Period to December 12, 1960 .. es 7 36,000 
Period from December 13 to March 31, 1961 15,000 


The assessment for 1960/61 would be based on the accounts 
to March 31, 1960, and that for 1961/62 on the accounts to 
March 31, 1961. The assessments would be charged on: 
1960/61—Over Ltd. 6.4.60 to 12.12.60 

8 months —8/12 of £48,000 =32,000 
1960/61—Under Ltd. 13.12.60 to 5.4.61 

4 months —4/12 of £48,000 = 16,000 
1961/62—Under Ltd. 51,000 

Under Ltd. thus suffers tax on profits of £(16,000+ 36,000) 
=52,000, which never formed part of the credit to its profit 
and loss account. If Under Ltd. follows the recommended rule 
of providing for taxation due at the balance sheet date and of 
reserving for taxation on profits earned to date, it will have a 
debit balance on profit and loss account. 

A similar situation does not occur in respect of profits tax. 
Over Ltd. would be assessable on profits earned up to 
December 12, 1960, and Under Ltd. on profits made thereafter. 

Apart from taxation, the provisions of the Companies 
Act, 1948, can be important where shares in a company 
are being acquired by another limited company Many 
private companies require a director to hold qualification 
shares. As it is desirable for the subsidiary to be wholly 
owned, the vendors should be asked to pass a resolution 
prior to the purchase to delete this provision from the 
Articles of Association. In order to have two share- 
holders in the subsidiary it is usual for one of the directors 
of the holding company to hold one share jointly with the 
holding company. 

Finally, if continuity of management is required, 
service contracts should be prepared for those persons, 
probably vendor shareholders, who are being retained. 
Clarity is important on reimbursement o. expenses and 
retirement provisions, so that in the former case any 
claim by the Revenue in respect of benefits can be argued 
successfully if necessary, and in the latter case the pension 
rights of the employee and his widow and any “golden 
handshake’”’ will not involve him in unnecessary taxation. 


C.A.E.S.S. 


The Institute of Chartered Accountants in England and Wales 
has founded the 
Chartered Accountants Employees Superannuation Scheme 
to enable pensions to be provided for your staff. 


The opportunity now exists for all eligible firms, however 
small, to enjoy the advantages of a large superannuation 
scheme. 


Write to: The Scheme Secretaries 
8 Boston Avenue, Southend-on-Sea, Essex 
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Specialised Postal Training 


for the examinations of the 
INSTITUTE ... Also for the 


Assn. of Certified & Corp. Accts. 
examinations — M.C. students have 
gained more than 12,000 PASSES and 
nearly 500 HONOURS. 


Inst. of Cost & Works Accts. 
examinations at which M.C. Students 
have gained more than 12,000 PASSES 
and, in the aggregate to the date of 
going to press, MORE FIRST PLACES, 
*“Gill’’, “‘Moran’’ and ‘‘Leverhulme”’ 
Prizes than have been won by ALL 
other candidates. 


B.Sc.Econ. (Lond.) Degree 

M.C. Students have gained more than 
1,300 SUCCESSES and more than 300 
HONOURS DEGREES in the last 12 
years. 


LL.B. (Lond.) Degree 


M.C. Students have gained more than 
2,000 SUCCESSES and more than 150 
HONOURS DEGREES in the last 12 
years. 
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Whether the Accounts are controlled by: 


(a) CENTRAL OFFICE 


(b) BRANCH OFFICES 
(c) OUTSIDE COLLECTION 


favouring winds bring the following results: 


I. Greatly reduced labour. 


2. Guaranteed accurate accounts. 


3. Payments up-to-date. 


4. A.|. goods and ‘D.P.’A/c’s. create Happy People. 


May we demonstrate these particular Systems to you without 
obligation to purchase? If so, please send a postcard to the 
Inventors of Duplicate Posting Systems: 


ALFRED GILBERT & SONS LTD. 


WOLVERLEY WORKS, THE HYDE, LONDON, N.W.9 


STEMS 


At the C.A. and S.A.A. Examinations Students of the 
Metropolitan College have gained over 


10.000 SUCCESSES 


and more than 350 HONOURS, Prizes and Medals 
including 


06 FIRST PLACES 
38 SECOND PLACES 


66 Third and Fourth Places 
* * 


% WRITE TODAY for a free copy of the College ‘‘Accountancy”’ Pros 
to the Secretary (A3), METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 
30 QUEEN VICTORIA STREET, LONDON, E.C.4. (Telephone: City 6874). 


METROPOLITAN COLLEGE 
STALBANS 


For HIRE 
PURCHASE ACCOUNTS 


steer a safe and sure course with 
favouring winds to the land of 


Happy r eople. 
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BANK WITH 
THE 


National 
rovincial 


MANY 
BUSINESSES 


H.P. CHARGES ARE TOO HIGH! 
Interest IF YOU PAY MORE THAN 


3 on shares 10% ON SECONDHAND CARS 

a (Secondhand cars not more than 3 years old and within 

4 from ist October 50 miles radius of Manchester) 

BUY YOUR CAR FROM ANY ESTABLISHED DEALER 
(this is equivalent to £6 2s. 5d.% to those who pay Tell him you are arranging your own H.P. direct. 
income tax at the standard rate). 

ASSETS: £19,964,932 RESERVES: £1,027,775 CONSULT US 
Member of the Building Societies Association WE DO THE REST 


BOROUGH ANCHOR 


BUILDING SOCIETY 


Established 1874 
Chief Office: PARKER LANE, BURNLEY. Tel: 5021 I N "i E STM E NT co. LTD 
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Taxation Notes 


The Chancellor’s Statement 

The Chancellor in his statement on 
July 25 said nothing that is likely to 
lessen the burden on practitioners 
already coping with the changes in 
the last two Finance Acts. His reject- 
ion of a conventional capital gains 
tax has led him to suggest taxing 
short-term profits—for example, 
short-term transactions in shares and 
securities and trading activities (often 
in real estate) which are cloaked in 
such form as to escape liability under 
the present law. On short-term profits 
the law appears to be already on the 
Chancellor’s side: see Rutledge v. 
C.I.R. (1929) S.C. 379, and C.L.R. v. 
Fraser (1942) 24 T.C. 498. The main 
difficulty seems to be the discovery of 
such transactions. Presumably, there- 
fore, he proposes to give the Revenue 
power to ask for such information, 
principally from stockbrokers. While 
no doubt this is reasonable on the 
grounds of equity between taxpayers, 
it looks like another instance of 
expecting firms to do the Revenue’s 
work for nothing, as with P.A.Y.E. 

The second proposal seems to show 
that the provisions of Section 28, 
Finance Act, 1960, have not been 
very successful. Their wording has no 
doubt made it difficult for Inspectors 
of Taxes to know when to apply them. 
It is to be hoped any future legisla- 
tion will be better drafted. 

The decision not to change the rate 
of initial and investment allowances, 
or the circumstances in which they 
arise, is to be welcomed. 

Accountants who act for compan- 
ies with overseas connections will 
have more dealings with the exchange 
authorities, both when making new 
investments overseas (when the test 
will be that the capital must produce 
clear and commensurate benefits to 
United Kingdom export earnings 
and to the balance of payments) and 
when deciding what proportion of 
overseas earnings is to be remitted to 
the United Kingdom. The Chancellor 
wants a higher proportion. The 
parent of an Overseas Trade Cor- 


poration is thus faced with a choice 
between following the Chancellor’s 
wishes by causing the O.T.C. to remit 
more profits home, either in the form 
of dividend (thus incurring a tax 
liability thereon) or simply to a U.K. 
bank account in the name of the sub- 
sidiary, and allowing the profits to 
remain abroad, untouched by U.K. 
taxation. There is here a very definite 
clash between the short-term and 
long-term interests of the country: 
investment abroad is being dis- 
couraged in the effort to find a tem- 
porary palliative for our balance of 
payments difficulties. 


Directors’ Benefits 

Under Sections 161 and 162 of the 
Income Tax Act, 1952, a person who 
resides in a house owned by his 
company is liable to be assessed 
under Schedule E on the expense 
incurred by the company in the 
provision of living accommodation. 
The benefit is usually the net annual 
value of the house. Where consider- 
able sums are spent on repairs, the 
Revenue has sought to add such 
sums to the amount of the net annual 
value in determining the benefit. It is 
understood that the matter may in 
due course be argued in the High 
Court, On the basis that an owner 
who lets his property at a rack rent 
must keep the property in repair, it 
can be claimed that the director who 
is a tenant should not be charged 
with an amount equal to repairs, as 
he should not be placed in a different 
position from an outsider who rents 
the property; he obtains no greater 
benefit. 


Net Relevant Earnings and Agricul- 
tural Capital Allowances 

Section 324 of the Income Tax Act, 
1952, provides that capital allow- 
ances for any year of assessment 
available under Section 314 (agricul- 
tural capital allowances) must be set 
off first against agricultural income, 
but that, if the allowance is greater 
than the agricultural income for that 
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year of assessment, the excess may 
be set off against other income on a 
claim being made by a taxpayer. 
In determining the order of set-off 
against the other income, the 
Revenue will normally allow the 
allowance to be set first against un- 
earned income and then against 
earned income. If the latter consists 
of pensionable and non-pensionable 
income, the set-off may be made 
against pensionable income first. 


Illustration 
In 1960-61 a taxpayer has the 
following income: 


£ 
Net annual value of farm .. 200 
Farm profits 310 


Dividends from U.K. company 60 
Profits from accountancy 
practice .. 

Section 314 allowances 


1,960 
720 


Assuming an election is made 
under Section 324: 


£ 
Allowances 720 
Net annual value of farm 200 
Farm profits 310 
Dividend 
— 570 
Set-off against profits of 
practice .. ‘a £150 


If the taxpayer were born in 1920, 
the maximum net relevant earnings 
would be £1,960—£150=£1,810, and 
the maximum relief under Section 23, 
Finance Act, 1956, will be 10 per 
cent. of £1,810=£181. 


Double Taxation—Portugal 
A Double Taxation Agreement be- 
tween the United Kingdom and Por- 
tugal was signed in Lisbon on July 31, 
and the text will be published shortly 
by H.M. Stationery Office. It provides 
for the avoidance of double taxation 
of shipping and air transport profits, 
and is expressed to take effect in the 
United Kingdom from April 1, 1952. 
The agreement is subject to rati- 
fication. 


Double Taxation—Sweden 

A Convention between the United 
Kingdom and Sweden for the avoid- 
ance of double taxation and the 
prevention of fiscal evasion of in- 
come tax has been published (Cmnd. 
1378, price 1s. 6d.), The taxes covered 
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are income tax, surtax and profits 
tax levied in the U.K. and in Sweden, 
State income tax including sailors 
tax and coupon tax, the tax on un- 
distributed profits of companies, the 
tax on public entertainers, com- 
munal income tax and State capital 
tax. There are provisions for deter- 
mining the residence of a person 
resident in both territories, for de- 
fining a permanent establishment and 
for exempting remuneration or pen- 
sions from government offices from 
tax in the other territory. Income 
derived by a resident of one of the 
territories in respect of professional 
services is to be taxed only in that 
territory, unless he has a fixed base 
regularly available to him in the 
other for the purpose of performing 
his activities. If he has such a fixed 
base, such part of that income as is 
attributable to that base may be 
taxed in that other territory. Swedish 
residents will be entitled to the same 
personal reliefs and reductions for 
the purposes of U.K. tax as British 
subjects not resident in the U.K. 
The Convention applies for U.K. 
income tax for 1960/61 and later 
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years; for surtax for 1959/60 and 
later years; and for profits tax on 
profits arising in any chargeable 
accounting period beginning after 
April 1, 1960. 

A further Convention (Cmnd. 
1379, price 9d.) covers duties on the 
estates of deceased persons: estate 
duty in the U.K. and succession duty 
in Sweden. Under it the domicile of 
a deceased person is determined in 
accordance with the law in force in 
the territory in which he died. 


The Costs of Tax Compliance 

The Canadian Tax Foundation in its 
Tax Paper No. 25, The Costs of Tax 
Compliance (published at 154 Univer- 
sity Avenue, Toronto 1, Canada, 
price $1 withreduction for quantities), 
reports on a survey directed to some 
500 corporate taxpayers who are sup- 
porters of the Foundation. It makes 
very interesting reading, although 
there are so many differences in the 
methods of tax collecting and in the 
tax structure that the findings are not 
comparable with what happens in the 
United Kingdom. The survey shows 
that it cost the companies covered an 


average of $49,000 a year to pay their 
own taxes. Companies with over 
5,000 employees had average costs of 
$185,000, but the average for those 
with 400 or fewer employees was less 
than $2,500. 


European Taxation 

A fortnightly review of European 
Taxation is published by the Inter- 
national Bureau of Fiscal Documen- 
tation, Herengracht 196, Amster- 
dam C. The annual subscription is 
fl. 100 (approximately £9). The issue 
of July 15 dealt with the recent tax 
changes in Denmark, patents and 
royalties in West German business 
tax, proposed changes in the taxation 
of dividends in Italy (it is suggested 
that a withholding tax on dividends 
should be introduced) and case law in 
the Netherlands on a portfolio hold- 
ing company. A second article on the 
Franco-Swiss Tax Treaty is also 
included. 

In view of the proposals to join the 
Common Market, those accountants 
with clients proposing to set up 
branches or companies in Europe 
may find the review useful. 


Recent Tax Cases 


Income Tax—Settlement 
Settlement—Infant children—Series of 
transactions by parent to avoid surtax on 
large earnings—Subsequent settlement on 
children by grandfather—Payment of 
incomes for children out of dividends 
from company formed to exploit parent’s 
services—Whether series of transactions 
not contemporaneous with settlement an 
“arrangement’’—Whether funds for pur- 
pose of the settlement provided indirectly 
by parent—Whether children’s income 
deemed to be income of parent for tax 
purposes—Income Tax Act, 1952, Sec- 
tions 397 (1), (2), 403. 


The Issues: 
(i) Whether the formation of a “personal” 


company by the taxpayer (an actor), a 
service agreement with the company and 
a settlement of the company’s shares for 
the benefit of the taxpayer’s children 
together constituted an “arrangement”, 
and therefore a settlement within Section 
403 of the Income Tax Act, 1952, so that 
the income of the children was deemed to 
be income of the taxpayer under Section 
397(1) of the Act; and 

(ii) whether the taxpayer indirectly pro- 
vided funds for the deed of settlement, 
regarded alone, despite a finding by the 
General Commissioners that he did not 
concern himself with some of the legal 
steps taken to secure his objective. 


The Facts: In Crossland y. Hawkins 
(C.A. 1961, 3 W.L.R. 202), the Court of 
Appeal has reversed the decision of 


Danckwerts, J., which was noted in 
ACCOUNTANCY for February, 1961 (page 
94). 

On December 3, 1954, a company 
was formed with a capital of £100, 
divided into shares of £1 each. Two of 
these shares were issued to the sub- 
scribers to the memorandum of associa- 
tion, from whom one share was sub- 
sequently transferred to the taxpayer’s 
wife and a chartered accountant jointly, 
and the other share to the accountant. 
The taxpayer was a director of the 
company, but was not at any time a 
shareholder. On December 10, 1954, a 
service agreement was made between 
the taxpayer and the company whereby 
the taxpayer undertook to render to the 
company his services as an actor on the 
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terms and conditions provided by the 
agreement. 

By a settlement dated March 3, 1955, 
between the taxpayer’s father-in-law 
(the settlor) of the one part and the 
taxpayer’s wife and the accountant (the 
trustee) of the other part, the father-in- 
law settled £100 of his own money for 
the benefit of the taxpayer’s children and 
remoter issue. The taxpayer did not 
supply the settlor with any money for 
that purpose. By a deed of appointment 
of even date with the settlement and 
expressed to be supplemental to it, the 
trustees revocably appropriated the 
trust property from the date of the 
settlement in trust for such of the three 
children of the taxpayer as should 
attain the age of twenty-five years, in 
equal shares. On March 31, 1955, the 
trustees used the funds of the settlement 
to subscribe for the ninety-eight un- 
issued shares of the company. 

During the year to April 30, 1957, the 
taxpayer acted in a film and the com- 
pany received £25,000 for providing his 
services. Out of this sum the company 
paid the taxpayer £900 for twelve 
weeks’ work at the rate of £75 a week. 
On October 18, 1956, the company 
declared and paid an interim dividend 
for the year to April 30, 1957, of £500 
free of tax, which the trustees of the 
settlement allocated and paid for the 
benefit of the three children. The tax- 
payer, on behalf of the children, 
claimed repayment of the tax suffered 
in respect of that dividend. The Revenue 
refused repayment, and the taxpayer 
appealed to the General Commissioners. 
The Commissioners found that the tax- 
payer was aware that steps were being 
taken to put into effect proposals of his 
accountants and solicitors, but that he 
was not consulted with regard to them 
and was not present at any meeting 
when the settlement was discussed and 
made. They concluded that (i) there was 
no arrangement to which Section 397 of 
the Income Tax Act, 1952, should apply, 
and (ii) the taxpayer was not a settlor 
within the meaning of Section 403 of the 
Act; and they allowed the claim. The 
trial judge affirmed that decision. 


The Judgment: The Court of Appeal 
held that there was a sufficient unity 
about the series of transactions (namely, 
the formation of the company, the 
service agreement and the deed of 
settlement) to constitute an “arrange- 
ment” and therefore a “settlement” 
within Section 403 of the Act; and that 
in relation to that settlement the tax- 
payer was the “‘settlor’’ within the same 
Section, having indirectly provided 


funds for the purpose of the settlement 
by entering into the contract with the 
company to provide services for a 
consideration which was only a fraction 
in value of what he gave to the company 
in return. Accordingly, the income in 
question fell, under Section 397, to be 
treated as the income of the settlor and 
not as that of the children. Nothing in 
the language of Section 397 required 
that the whole of the eventual arrange- 
ment should be in contemplation from 
the outset; and where a series of trans- 
actions took place within one year of 
assessment with the ultimate object of 
securing money free from the burden of 
surtax, the fact that the final step to 
secure the result, namely, the deed of 
settlement, was decided on at a later 
date was not sufficient to rob the 
scheme of the necessary unity to justify 
its being called an “arrangement.” 

On the facts of the case, the taxpayer 
also indirectly provided funds for the 
deed of settlement, regarded alone, 
despite the finding of the Commissioners 
that he did not concern himself with 
some of the steps in the legal machinery; 
for a taxpayer did not avoid the inci- 
dence of Section 397 merely by giving 
carte blanche to his accountants and 
solicitors to effect a scheme for the 
benefit of his family and by refusing to 
concern himself with its precise form. 
The taxpayer was aware of the proposals 
for an arrangement or settlement, and 
actively forwarded them by personally 
carrying out and assisting in the vital 
parts in which his performance and co- 
operation were necessary. Above all, he 
himself created the source of the com- 
pany’s profit by acting in the film 
Fortune is a Woman. 

The, Court was entitled to reject the 
conclusion of the Commissioners that 
there was no arrangement and that the 
taxpayer was not a settlor within 
Section 403, for that conclusion was a 
mixed finding of law and fact. That 
made it more easily assailable, for an 
error in a mixed finding need not be due 
to any element of unreason such as was 
necessary to justify an interference with 
a pure finding of fact. An error might 
well have arisen from a mistake of law 
in the application of two complicated 
Sections to a not uncomplicated 
sequence of events. But Holroyd Pearce, 
L.J., said that, even if the Commis- 
sioners’ conclusion were one of fact 
alone, the observations of Lord Simonds 
and Lord Radcliffe in Edwards v. 
Bairstow and Harrison [1955] 36 T.C. 
220 applied, and he would hold that the 
only reasonable conclusion from the 
facts in the case was that there was an 
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arrangement to which Section 397 
applied, and that the taxpayer was the 
settlor within Section 403. 

Leave to appeal to the House of 
Lords was granted. 


Summary: The company, the service 
agreement and the settlement together 
constituted an “arrangement” and a 
settlement within Section 403 of. the 
Income Tax Act, 1952. The taxpayer 
was the “settlor’” within the same 
Section, having indirectly provided 
funds for the purpose of the settlement 
by being the source of the company’s 
profit. This decision in no way impairs 
the efficacy of the scheme whereby the 
company and the service agreement 
were intended to save surtax; but the 
taxpayer will be unable to recover from 
the Revenue tax suffered on the divi- 
dends to the extent of the children’s 
personal and small income allowances. 


Income Tax—Loss Claim 

Share dealing firms—Value of shares 
after dividend paid—Shares brought into 
profit and loss account at cost—Whether 
loss sustained—Valuation of shares as 
trading ‘stock— Whether trade carried on 
—Income Tax Act, 1952, Sections 127, 
142, 341, 526. 


The Issues: 


(i) Whether in the circumstances of the 
case a trade was being carried on by two 
firms of dealers in stocks and shares, and 
various transactions giving rise to a loss 
claim under Section 341 of the Income 
Tax Act, 1952, were trading transactions; 
(ii) whether the profit and loss accounts of 
the two firms, showing as they did invest- 
ments at cost, were properly drawn up; 
and 

(iii) whether the dividends received by 
one of the firms from a number of com- 
panies which it owned constituted a fund 
of taxed income, in respect of a share of 
which the appellant could claim an 
adjustment under Section 341. 


The Facts: Section 341 of the Act of 
1952, so far as relevant to the case, 
provides that, where any person sustains 
a loss in any trade carried on by him in 
partnership, he may on appropriate 
notice apply to the General or Special 
Commissioners for an adjustment of his 
liability by reference to the loss and to 
the aggregate amount of his income for 
that year. Sub-Section (3) provides that 
the amount of a loss sustained in a 
trade shall be computed in like manner 
as the profits or gains arising or accruing 
from the trade are computed under 
Case I of Schedule D. 

In Johnson v. Jewitt (Ch. 1961, T.R. 
81) the appellant was one of three 
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partners in Newcastle Securities Com- 
pany (referred to as ‘“Newcastle’’), 
which carried on business as company 
promoters and dealers in securities. On 
August 11, 1954, the firm purchased 
1,000 shares in Powell Duffryn Ltd., 
and this date, the General Commis- 
sioners later decided, established the 
starting date of the firm’s business. 
On August 9, 1955, it sold these shares 
at a small loss. On the same date the 
accounts of the firm showed a total loss 
of £274 9s. 1d., in respect of which relief 
was allowed to the partners under 
Section 142 of the Income Tax Act, 
1952. In February, 1955, Ash Securities 
Ltd. (referred to as ““Ash’’) was regis- 
tered as dealers in securities and 
appeared in Newcastle’s accounts as a 
partnership asset costing £184 10s. 3d. 
In March 1955, Ash bought 1,000 
shares in the Distillers Co. Ltd., which 
it sold shortly afterwards at a small 
profit. There were no other dealings by 
Newcastle or Ash in quoted securities. 
In December, 1955, Newcastle ac- 
quired twenty newly-registered invest- 
ment companies (referred to as the 
“original Newcastle investment com- 
panies’’), each with a capital of £100 
and, at the moment of registration, a 
capital reserve of £50,000 in the bank. 
To each such investment company 
£50,000 was transferred by way of gift 
before the company was purchased 
from a dealer in company registrations 
for £50,125 (£50,000, plus £100 sub- 
scribed capital, plus £25 cost of regis- 
tration, etc.). The £50,000 was in fact 
loaned by Newcastle to the registration 
agents, who repaid it when the first 
company was sold. Newcastle then 
borrowed £50,000 from this first com- 
pany and again lent it to the registration 
agents, who gave it to the second com- 
pany purchased by Newcastle. This 
process was repeated until all twenty 
investment companies had been ac- 
quired. For these companies Newcastle 
paid £1,002,500 (£50,125 x 20), the com- 
bined assets being £2,000 (£100 x 20) 
and debts on loan account owing by 
Newcastle £1 million (£50,000 x 20). 
In March, 1956, Ash acquired from the 
same registration agents twenty newly- 
created investment companies (referred 
to as the “Quayside investment com- 
panies’) for £1,002,500 by the same 
kind of process. For this purpose Ash 
borrowed £952,500 from Newcastle and 
Newcastle borrowed £950,000 from 
nineteen of the companies. The assets 
of the Quayside companies consisted of 
£2,000 cash, £950,000 owing by New- 
castle and a reserve of £50,000 in one 
of the companies, which was borrowed 


from a different company, Nealite 
Investments Ltd. 

Later in March, 1956, Newcastle 
acquired nineteen dealing companies 
(referred to as the “Securities com- 
panies’) in the same way as it had 
acquired the original Newcastle invest- 
ment companies. The result of this 
transaction was that Newcastle paid 
£952,375 for the companies, whose 
assets consisted of £1,900 cash and 
£950,000 owing by Newcastle. 

On March 12, 1956, Ash and the 
Securities companies formed a partner- 
ship called Quayside Securities Com- 
pany (referred to as “Quayside’’) as a 
dealing company, and this partnership 
took over the business of Ash and pur- 
chased the shares of the twenty Quay- 
side investment companies. Ash con- 
tributed £150 to the capital of Quayside, 
and the Securities companies £50,000 
each. The first profit and loss account 
of Quayside opened with a stock figure 
of £1,278 1l1s., representing the 1,000 
Distillers shares at cost. The total of 
£950,000 contributed to the capital of 
Quayside by the Securities companies 
was applied in repaying that amount of 
the sum borrowed by Ash from New- 
castle in connection with the acquisition 
by Ash of the Quayside investment 
companies, and the £2,500 balance of 
that sum appeared in the balance sheet 
of Quayside as a liability, as also did 
the sum of £50,000 owing to Nealite 
Investments Ltd. The Quayside invest- 
ment companies appeared in the profit 
and loss account of Quayside as 
“Purchases of shares, £1,002,500°’ and 
in the balance sheet as “Stock at cost, 
£1,002,500.”’ 

In July, 1956, each of the original 
Newcastle investment companies dis- 
tributed £49,000 by way of dividend, so 
that Newcastle’s liability to these com- 
panies on loan account was reduced 
from £1 million to £20,000. In the same 
month Newcastle acquired a further 
twenty investment companies to the 
same pattern and by the same means as 
before, and at the beginning of August, 
1956, each of these companies (referred 
to as the “new Newcastle investment 
companies’) declared a dividend of 
£49,000. 

On April 5, 1957, each of the forty 
Newcastle investment companies de- 
clared a dividend of £1,000; and nine- 
teen of the twenty Quayside investment 
companies distributed a dividend of 
£49,935 and the remaining company 
one of £49,735 (it having distributed 
£200 in the previous year). On the same 
day each of the nineteen Securities 
companies distributed a dividend of 


£49,910, amounting to £948,290. On 
April 6, 1957, all the shares in the forty 
Newcastle investment companies and 
the nineteen Securities companies were 
sold by Newcastle to a company 
owned by the appellant for £10,554, 
which was a fair price. 

The second profit and loss account of 
Quayside for the period to April 5, 
1957, showed “Stock, £1,002,500”" and 
management expenses of about £200, on 
the debit side. On the credit side were 
“Stocks, £1,002,500°" and “Dividends 
received, £998,500.” A profit of £998,308 
18s. was shown, and the balance after 
setting aside £424,280 18s. to an income 
tax reserve was added in equal shares 
of £28,701 6s. to the capital accounts of 
the twenty partners in Quayside. 

The second profit and loss account of 
Newcastle for the period to August 9, 
1956, showed opening stocks at £184 
10s. 3d. (cost of shares in Ash), “‘Pur- 
chase of shares, £2,957,375” (cost of 
shares in the original Newcastle com- 
panies, the Securities companies and the 
new Newcastle investment companies) 
and management expenses of about 
£350. On the credit side were the items 
“Stocks at date, £2,957,559 10s. 3d.” 
and “Dividends, £1,960,000.”’ The first 
of these items represented the shares in 
Ash, the Newcastle investment com- 
panies and the Securities companies at 
cost, and the second represented the 
dividends, each of £49,000, declared by 
the forty Newcastle investment com- 
panies. Thus the credit side of the 
account showed both the cost of the 
shares held by Newcastle and the 
dividends received from the same com- 
panies, so that the accounts showed a 
profit of £1,959,641 10s. 

The final profit and loss account of 
Newcastle for the period to May 26, 
1957, showed opening stocks at 
£2,957,559 10s. 3d. and management 
expenses of about £245. On the credit 
side was shown £10,554 2s. (sale of 
shares), £190 13s. 5d. (shares in Ash), 
£40,000 (dividends received), and a net 
loss of £2,907,060 6s. 2d. The appellant’s 
share of this loss was shown as 
£1,301,629 14s. Id. (For some reason 
the dividends of the Securities com- 
panies, amounting to £948,290, were 
treated as a capital receipt in New- 
castle’s accounts. They were, however, 
described as “Taxed dividends received 
(net) £948,290.”’) 

The appellant claimed relief under 
Section 341 of the Act of 1952 in respect 
of one-third of the £948,290, namely, 
£316,096 13s. 4d. The General Com- 
missioners decided that no trade was 
carried on by Newcastle or Quayside, 
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Does your client Know? ina: tite Assurance can now be 


linked to the industrial prosperity of the Free World through the medium of a scheme 
operated by 


British Shareholders International Trust 


A Unit Trust, authorized by the Board of Trade, whose funds, amounting to over £4,000,000, are invested in a balanced 
portfolio of more than 120 first-class British, American, Canadian, Australian, African and European companies 
representing an excellent cross-section of the business activities of mankind. 


THE EXECUTIVE SAVING SCHEME provides a special kind of Endowment Assurance policy, 
not for a fixed sum, but for a block of B.S.1.T. units. Payment is made by an initial premium of 25 per 
cent. of the cost of the units at the outset and subsequent premiums over an agreed number of years 
(usually not less than twelve). As with a normal insurance policy, the premiums attract the statutory 
income tax relief and the policy may be drawn up under the Married Women’s Property Act, so as to 
minimize Estate Duty. 


B.S.L.T. units offer the prospect of steady long-term capital appreciation. They were first offered for 
sale at 10s. in October, 1959; the offer price on 10th August 1961 was Ils. Id. x.d. representing an 
appreciation of 10°83 per cent., to yield 4°23 per cent. gross per annum. 


FULL DETAILS OF THE SCHEME MAY BE OBTAINED FROM THE MANAGERS 
PHILIP HILL, HIGGINSON, ERLANGERS LIMITED, 34 Moorgate, London, EC2 


The Institute Taxation 


President: FREDERICK BIDSTON, F.a.c.c.a.. 


Vice-Presidents: STANLEY A. SPOFFORTH, F.c.a., F.c.1s. 
JOHN WOOD, F.c.a., A.c.13. 


Secretary: A. A. ARNOLD, r.c.13. 


Membership of the Institute is open only to applicants who have passed either the examinations 
conducted by the Institute of Taxation or the Final examinations of certain professional bodies. 
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and that the various transactions giving 
rise to the loss claim were not trading 
transactions. They decided that if they 
were wrong in this conclusion, the value 
of the closing stocks in the profit and 
loss account of Newcastle could not be 
taken at cost price. Further, the divi- 
dends of the forty investment companies 
in the period to August 9, 1956, and in 
the period to May 26, 1957, were not 
paid out of taxable profits. They there- 
fore refused the claim for relief in 
respect of the loss. 


The Judgment: Buckley, J., said the 
first question was whether, in the 
relevant accounting periods, any trade 
was carried on by Newcastle. The 
Income Tax Act, 1952, contained no 
comprehensive definition of the meaning 
of “trade’’, although Section 526 pro- 
vides that “‘trade”’ includes every trade, 
manufacture, adventure or concern in 
the nature of trade. The decision in 
J. P. Harrison (Watford) Ltd. v. Griffiths 
[1960] A.T.C. 287 (see ACCOUNTANCY 
for December, 1960, pages 719-20), 
which was relied on by the appellant, 
did not help because the company in 
that case was never anything but a 
trading company, so that the particular 
transaction of dividend stripping (to 
which the case related) was properly to 
be regarded as a transaction carried out 
by the company in the course of its 
trade. A trade and an adventure in the 
nature of trade must possess commer- 
cial characteristics (see Brighton College 
v. Marriott (1926) 10 T.C. 231). It might 
be that the pursuit or expectation of 
profit was not an essential characteristic 
of a trade (see, for example, Re Law 
Reporting Council, [1889] 22 Q.B.D. 279, 
which was not referred to in the judg- 
ment), but if the main object or the only 
object of a transaction or series of 
transactions was to incur a large loss 
by a negligible expenditure, it was easy 
to conclude that such transaction or 
series of transactions lacked any genuine 
commercial character. 

The finding of fact by the Commis- 
sioners that the purchase of the Powell 
Duffryn shares by Newcastle “‘estab- 
lished the starting date of the business” 
was not inconsistent with that con- 
clusion. The Commissioners could 
reasonably find that the dealing in the 
Powell Duffryn shares was effected, not 
with genuine commercial objects in 
view, but for the purpose of giving 
commercial colour to the rest of New- 
castle’s activities, and therefore that 
Newcastle never engaged in a trade at 
any time. Alternatively, if the Powell 
Duffryn transaction amounted to trad- 


ing, that transaction took place in an 
earlier accounting period than the 
period referred to in the Commissioners’ 
decision, and the transactions giving 
rise to the alleged loss, if they were not 
themselves trading transactions, formed 
no part of that trade. 

The next question was whether, 
assuming that the relevant transactions 
did form part of a trade, the amount of 
the alleged loss was arrived at in a 
proper way. It was argued for the 
appellant that, although in the case of 
other commodities good accountancy 
practice might require that stock in 
hand be valued at cost or market value, 
whichever was the less, in the case of a 
business which dealt in stocks and 
shares good accountancy practice re- 
quired the stock in hand always to be 
valued at cost. The authority for this 
proposition was said to be Scottish 
Investment Co. v. Forbes (1893) 3 T.C. 
231; but his Lordship distinguished that 
case on the ground that the securities 
with which the case was concerned were 
quoted securities which were constantly 
changing in value, whereas in the present 
case the value of the shares in the New- 
castle investment companies and the 
Securities companies must have been 
closely related to the value of the under- 
lying assets. The shares in any one of 
the investment companies, after it had 
parted with £49,000 by way of dividend, 
could not have remained worth any- 
thing like the £50,125 which Newcastle 
paid for them in the first place. Indeed, 
in April, 1957, all the shares in the forty 
Newcastle investment companies and 
the nineteen Securities companies were 
sold for £10,554, which was admitted to 
have been a fair price. A realistic value 
ought to have been put on the shares in 
the profit and loss account from time to 
time, and for this purpose distributions 
made by the companies ought to have 
been taken into account. 

The final question was whether, if 
Newcastle sustained a loss in a trade, 
the dividends received from the Securi- 
ties companies by Newcastle con- 
stituted a fund of taxed income, in 
respect of a share of which the appellant 
could claim an adjustment under 
Section 341. This could be so only if 
Quayside was carrying on a trade and 
the dividends distributed by the Securi- 
ties companies were, at any rate to some 
extent, paid out of profits of that trade. 
The acquisition by Ash of the Quayside 
investment companies and the forma- 
tion of Quayside were not effected with 
genuine commercial considerations in 
view; on the contrary, the object of the 
transactions was precisely that of 
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creating, without any genuine business 
being done, a receipt by the partners in 
Newcastle having the colour of a fund 
of taxed income. 

The profit and loss account of Quay- 
side for the period ended April 5, 1957, 
was as incorrectly drawn as that of 
Newcastle, and if properly drawn would 
have shown no profit. The dividends 
received by Quayside were not paid by 
the Quayside investment companies out 
of moneys that had themselves borne 
tax, for the latter companies never made 
any profits and paid their dividends out 
of capital reserves. Unless the dividends 
could be shown to have had the charac- 
ter of profits of a trade carried on by 
Quayside, they were not at any stage 
paid out of profits or gains brought into 
charge. Even if Quayside was at the 
relevant time carrying on a trade in the 
course of which those dividends were 
received, his Lordship was bound by the 
decision in Cenlon Finance Co. Ltd. v. 
Ellwood [1961] 39 A.T.C. 201 to hold 
that the dividends, not having been paid 
out of profits or gains chargeable to tax, 
ought not to be treated as relevant 
receipts in ascertaining Quayside’s 
liability to tax under Case I of Schedule 
D, with the result that they could not 
constitute taxed income in the hands of 
Quayside or the Securities companies. 
Therefore the appeal failed on all three 
issues. 


Summary: 

(i) No trade was being carried on by 
either firm, and the various transactions 
giving rise to the loss claim under Sec- 
tion 341 of the Income Tax Act, 1952, 
were not trading transactions. Even if a 
trade were carried on by the firms it was 
only for the purpose of giving colour to 
transactions which lacked commercial 
characteristics (J. P. Harrison (Watford) 
Ltd. v. Griffiths [1960] 39 A.T.C. 287 
distinguished) ; 

(ii) the value of the closing stocks in 
the profit and loss account of the firms 
could not be taken at cost price since it 
bore no relation to value of the under- 
lying assets (Scottish Investments Co. v. 
Forbes [1893] 3 T.C. 231, which related 
to quoted securities, distinguished); 

(iii) the dividends in question had not 
the character of profits of a trade and 
were not at any stage paid out of profits 
or gains brought into charge (Cenlon 
Finance Co. Lid. v. Ellwood [1961] 39 
A.T.C. 201 applied). 

The appeal therefore failed on all 
three issues. The case shows that 
Section 341 does not apply to “created” 
losses not arising in the course of a 
genuine trade. 
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Income Tax—Succession to Trade 


The Issue: Whether, there being no 
goodwill attaching to individual tramp 
ships, the trade of a wholly-owned sub- 
sidiary of a shipping company was per- 
manently discontinued when the last of 
two tramp ships formerly owned by the 
subsidiary company was sold and re- 
placed by the parent company after it 
had taken over the trade of the sub- 
sidiary. (Income Tax Act, 1952, Sections 
127, 128, 129, 130, 145 (2)}—Finance Act, 
1953, Section 19—Finance Act, 1954, 
Section 17, Schedule III, paragraph 2.) 


The Facts: If in any year of assess- 
ment there is a change in the persons 
carrying on a trade, tax is charged on 
the person transferring the trade as 
though he had permanently discon- 
tinued it at the date of change, and on 
the person taking over the trade as 
though a new trade had been com- 
menced by him (see Section 19 of the 
Finance Act, 1953). Section 17 of the 
Finance Act, 1954, provides that, in the 
case of certain interrelated companies, 
if one takes over the trade of another 
the trade is treated for the purposes of the 
Income Tax Acts as a continuing one, 
so that the conventional assessment is 
made on the profits of the preceding 
year and the tax is apportioned between 
the transferor and transferee companies 
in accordance with Schedule III to the 
Act. 

In Aviation and Shipping Co. Ltd. ». 
Murray (C.A. 1961, 1 W.L.R. 974—pre- 
viously noted in ACCOUNTANCY for Feb- 
ruary, 1961, pages 95-6), the appellant 
company (Aviation) and its wholly- 
owned subsidiary (Ascot) traded as ship- 
owners, Aviation having three and Ascot 
two tramp ships. All the ships were 
managed by a third company and were 
chartered to a fourth company. On 
December 30, 1954, Aviation succeeded 
to the whole of Ascot’s trade, including 
its two coal-burning ships, which were 
transferred to Aviation subject to their 
existing time charters. By reason of that 
succession Section 17 of the Act of 1954 
became applicable for the purposes of 
assessment to income tax. On February 
15 and March 14, 1955, respectively, 
Aviation sold Ascot’s two ships to 
foreign companies and replaced them 
by diesel ships. 

Aviation appealed against an assess- 
ment to income tax for the year 1956/57 
on the ground that the trade formerly 
carried om by Ascot was permanently 
discontinued when the second of its two 
ships was sold on March 14, 1955. The 
Special Commissioners held that on 
December 31, 1954, there was a transfer 
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of Ascot’s whole trade to Aviation and 
that on that date there was a merger of 
the two trades. They, therefore, dis- 
missed the appeal. Danckwerts, J., 
allowed an appeal by the company on 
the ground that when the two ships were 
sold by Aviation the trade which had 
been carried on by Ascot came to an end 
and was permanently discontinued. 
From that decision the Crown appealed. 


The Decision: The Court of Appeal 
said that a trade was an organised seek- 
ing after profits, as a rule with the aid of 
physical assets; but the enterprise was 
not the same thing as the assets by 
which it was carried on. Speaking of a 
trade in Graham vy. Green (1925) 9 T.C. 
309, Rowlatt, J., had said: “there is 
something organic about the whole 
which does not exist in its separate 
parts.”’ So, in the present case, in spite 
of the absence of goodwill attaching to a 
tramp steamer, there was something 
organic about the enterprise of running 
the steamers which was distinct from 
the vessels themselves. Accordingly, 
when they were sold and replaced, it 
could not be said that on that account 
alone the enterprise had been dis- 
continued. It was immaterial whether, 
after Ascot ceased to carry on business 
on December 30, 1954, Aviation’s trade 
was or was not notionally to be regarded 
for income tax purposes as two separate 
trades, by virtue of Section 17 of the 
Act of 1954, for on neither hypothesis 
had there been a discontinuance. The 
Crown’s appeal would therefore be 
allowed. 


Summary: Aviation had not per- 
manently discontinued its enlarged 
trade as shipowners on the sale of the 
second of Ascot’s two ships, but had 
merely changed its stock-in-trade by 
replacing coal-burning ships with diesel 
ships. 


Income Tax—Medical Consultant’s 
Expenses 

The Issue: If a professional man holds 
an appointment that is a public office or 
employment of profit, or is otherwise 
an office or employment in respect of 
which tax is chargeable under Schedule 
E, and the holding of that employment 
is found by the Appeal Commissioners 
to be a necessary part of the exercise 
of his profession and merely incidental 
thereto, is the professional man entitled 
to set against any receipts of his pro- 
fession which are taxed under Schedule 
D such expenses incurred in respect of 
his Schedule E appointment as are not 


allowable under the rules of that Sched- 
ule which govern the deduction of 
expenses? (Finance Act, 1922, Section 18 
—lIncome Tax Act, 1952, Sections 122, 
137, 156, Schedule IX, rule 7.) 


The Facts: In Mitchell and Another rv. 
Ross (House of Lords, 1961, 3 All E.R. 
49—previously noted in ACCOUNTANCY 
for November, 1959, pages 611-12, and 
May, 1960, pages 285-6), a consultant 
radiologist held an appointment as a 
part-time consultant under the National 
Health Service and also had private 
patients. He was assessed to income tax 
under Schedule E in respect of the profits 
or gains arising from his part-time 
appointment, and under Schedule D in 
respect of the profits or gains arising 
from his private practice. It was con- 
ceded that the profits from the part- 
time appointment were those of a public 
office properly assessable under Sched- 
ule E, and it was found as a fact by the 
Special Commissioners that the holding 
of the public appointment was a 
necessary part of the exercise of the 
consultant’s profession. The question 
arose whether the expenses incurred in 
earning the profits and gains assessable 
under Schedule E were, in so far as they 
were not allowable under that Schedule, 
deductible for the purpose of the assess- 
ment under Schedule D. (Four similar 
appeals concerning other medical 
specialists stood or fell by the decision in 
this case.) Originally the taxpayer 
claimed that he should be assessed in 
respect of the whole of his profits and 
gains under Schedule D, but this claim 
was not maintained before the House of 
Lords. 

The Special Commissioners decided 
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that the taxpayer’s appointment under 
the National Health Service was an 
office within the meaning of Schedule E, 
but that the profits and gains arising 
from that office should be assessed as 
part of the professional earnings under 
Case II of Schedule D. Upjohn, J., 
held that the appointment was a public 
office, and that the taxpayer was accord- 
ingly assessable in respect of the profits 
arising from that office under Schedule 
E; and, further, that the expenses 
attendant on the exercise of the office 
must be deducted under the rule 
applicable to Schedule E, and not under 
any rule found in any other Schedule. 
The Court of Appeal agreed with 
Upjohn, J., that the profits of the public 
office must be charged under Schedule 
E, but held that outgoings incurred in 
respect of the office ought to be treated 
as allowable deductions in computing 
professional earnings under Schedule D 
to the extent that they were not allowed 
as deductions under Schedule E. The 
Crown appealed. 


The Decision: Viscount Simonds said: 
“It is fundamental and well-settled law 
that the Schedules are mutually exclu- 
sive and that the specific Schedules, A, 
B, C and E, and the rules which respec- 
tively regulate them, afford a complete 
code for each class of income, dealing 
with allowances, deductions and excep- 
tions relating to them respectively.”’ This 
view was supported by Section 18 (1) of 
the Finance Act, 1922, which provided 
that such profits or gains arising or 
accruing to any person from an office, 
employment or pension as were, under 
the Income Tax Act, 1918, chargeable 
to income tax under Schedule D (other 
than as therein mentioned) should cease 
to be chargeable under that Schedule 
and should be chargeable to tax under 
Schedule E, and that the rules applicable 
to that Schedule should apply accordingly. 
Further conclusive support was afforded 
by the words of Lord Atkin in Fry v. 
Salisbury House Estate, Ltd.; Jones v. 
City of London Real Property Co., Ltd. 
(1930) 15 T.C. 266, at page 318. It had 
been suggested by the respondent that 
the words of Lord Atkin had been 
qualified by a later decision of the 
House of Lords in Hughes v. Bank of 
New Zealand (1938) 21 T.C. 472, and 
this suggestion had found favour with 
the Court of Appeal. But that case dealt 
with a different point and did not lay 
down any principle which assisted in the 
present case. 

When the taxpayer was assessable to 
tax under Schedule E and also under 
Schedule D, it was not permissible to 


look further than the rules under Sched- 
ule E to determine his liability under 
that Schedule, or further than the rules 
under Schedule D to determine his 
liability under Schedule D. Although, in 
the present case, the taxpayer undoubted- 
ly carried on the profession of a radio- 
logist whether he was exercising his 
appointment or seeing private patients, 
for income tax purposes he was not 
engaged in a single activity but as a 
radiologist holding an appointment and 
as a radiologist engaged in private 
practice. The finding of the Com- 
missioners that the holding of the part- 
time appointment was a necessary part 
of the exercise of the taxpayer’s pro- 
fession was irrelevant to the decision 
of the case, once it was accepted that the 
scheme of the tax code necessitated 
mutual exclusiveness between “‘pro- 
fession”’ and “‘office’’ and the assessment 
of their profits by different sets of rules. 
The proviso to Section 122 (1) of the 
Act of 1952 required the excision of the 
part-time appointment from Schedule 
D and its taxation under Schedule E, 
with the consequence that the expenses 
referable to the part-time appointment 
fell to be dealt with under the rules 
relating to Schedule E. Consequently, 
the Crown’s appeal would be allowed. 


Summary: The Schedules to the 
Income Tax Acts are mutually exclusive. 
Expenses relating to Schedule D assess- 
ments must be dealt with under Section 
137 of the Income Tax Act, 1952, and 
expenses relating to Schedule E assess- 
ments under rule 7 of Schedule IX to 
the Act. Expenses disallowed under 
Schedule E cannot be admitted under 
Schedule D because a Schedule E 
appointment is found as a fact by the 
Commi8sioners to be a necessary part of 
the exercise of a profession assessable 
under Case II of Schedule D. 


Stamp Duty—Local Housing Bond 

The Issue: Local bonds issued by 
Scottish local authorities for periods of 
not less than five years are exempt from 
stamp duty under the Finance Act, 
1891. A bond contained a stress clause 
entitling the lender, in certain circum- 
stances, to obtain repayment of the loan 
within the five-year period by giving six 
months’ notice to the borrower. The 
question for decision was whether the 
stress clause prevented the bond from 
having been issued for a period of not 
less than five years so as to disentitle it 
to exemption from stamp duty. (Hous- 
ing (Scotland) Act, 1950, Sections 136, 
186—Housing (Local Bonds) Regula- 
tions (Scotland), 1926, regulation 4 (7).) 
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The Facts: In Glasgow Corporation v. 
C.LR. (Court of Session, 1961, T.R. 
139), the corporation on April 14, 1960, 
issued a local bond under Section 136 
of the Housing (Scotland) Act, 1950, 
for £1,000 which was to be repaid on 
May 15, 1965. By a marginal addition 
to the bond made on the date of issue, 
the lenders, who were the custodian 
trustees of the Savings Bank of Glas- 
gow, became entitled to give the cor- 
poration six months’ notice within the 
five years to repay the sum borrowed in 
the event of any unusual demand being 
made on the, bank and its being neces- 
sary, aS a consequence, that securities 
should be called in for the purpose of 
meeting the demand. Under the clause 
the lenders were to be the sole judges of 
the necessity for giving such notice. 
Under paragraph 1 (c) of Schedule XI 
to the Act, local bonds are to be issued 
for periods of not less than five years, 
and by paragraph 2 of the Schedule the 
bonds are to be exempt from stamp duty. 
Regulation 4 (7) of the Housing (Local 
Bonds) Regulations (Scotland), 1926, 
which are applicable to the case, pro- 
vides that nothing is to be construed as 
prohibiting a local authority from re- 
deeming a local bond at any time by 
agreement with the holder of the bond 
if it shall think fit to do so. 

It was contenced for the corporation 
that the stress clause was a collateral 
and unassignable obligation separate 
and distinct from the bond itself; that 
the bond could be transferred by the 
lenders to a third party, and that the 
assignees would have no right to rely 
upon the clause, so that the bond was 
not repayable within five years. More- 
over, Regulation 4 (7) of the Regulations 
of 1926 showed that a bond might still 
remain a local bond though repayable 
within five years. The Revenue argued 
that the stress clause prevented the 
bond from having been issued for a 
period of not less than five years, and 
that stamp duty was payable. 


The Decision: The distinction between 
the stress clause and the rest of the bond 
was immaterial for present purposes. 
The characteristic that was essential to 
secure exemption from duty was that 
the bond must be issued for a period of 
not less than five years. It was the terms 
of issue that were material, and those 
terms clearly gave the lenders a right to 
demand repayment after a_ shorter 
interval than five years. The conditions 
of the bond were contained in the whole 
document, and not in the bond without 
the marginal addition; therefore, the 
addition, which was to receive effect 
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“notwithstanding anything hereinbefore 
contained”, was part of the contract 
between the parties containing the con- 
ditions of the loan, just as much as 
what was contained in the body of the 
bond. Consequently the agreement 
between the parties provided that repay- 
ment was to be made on a date more than 
five years after the issue of the bond, or, 
at the instance of the lenders, six months 
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after the giving of notice at any time 
within the five years. Regulation 4 (7) 
was of no help to the corporation in the 
case, since it conferred a benefit on the 
borrower, whereas the stress clause 
conferred a benefit on the lender from 
the moment of issue. What the regulation 
contemplated was some _ subsequent 
modification of the terms of the loan 
after the bond had been issued. 


Tax Cases—Advance Notes 


House OF Lorps (Lord Reid, Lord 
Tucker, Lord Keith of Avonholm, Lord 
Hodson and Lord Guest). 

North of Scotland Hydro-Electric Board 
vy. C.I.R. July 6, 1961. 

Their Lordships unanimously allowed 
this appeal by the Board from the deci- 
sion of the Court of Session. (See 
ACCOUNTANCY for April, 1961, page 
217.) 


House oF Lorps (Lord Reid, Lord 
Goddard, Lord Tucker, Lord Hodson 
and Lord Guest). 

Hood-Barrs C.1.R. July 6, 1961. 

The House of Lords unanimously 
dismissed this appeal by the taxpayer 
from the decision of the Court of Ses- 
sion. (See ACCOUNTANCY for June, 1960, 
page 358.) 


Court OF AppEAL (Evershed M.R., 
Harman and Donovan, L.JJ.). 
Freedland vy. Jenkinson. July 4, 1961. 

The Court of Appeal unanimously 
allowed this appeal by the taxpayer from 
the decision of Danckwerts, J. (See 
ACCOUNTANCY for January, 1961, page 
37.) 


CHANCERY DIvIsION (Plowman, J.). 
McKie v. Warner. July 7, 1961. 

The appellant taxpayer was the em- 
ployee of a company engaged in the 
export trade. The company, wishing to 
enable him to entertain its foreign cus- 
tomers, provided for him a flat in the 
centre of London. He was obliged to 
move there, against his own inclination, 
from a house he had himself owned in 
the country. The Court held that the 
value of the flat must count as part of 


the appellant’s emoluments taxable 
under Schedule E, by virtue of the In- 
come Tax Act, 1952, Section 161, and, 
further, that no deduction could be 
allowed on the grounds that he had in- 
curred expenditure of an equal amount 
“wholly, exclusively and necessarily in 
the performance of his duties.” 


Hibbert v. Fysh. June 27, 1961. 

The appellant, who was an undis- 
charged bankrupt, was assessed under 
Schedule E for the years 1958/59 and 
1959/60 on his earnings as a waiter. He 
claimed that the assessments were in- 
valid, since in the circumstances these 
earnings were not his own property. It 
was held that, since they had never 
vested in his trustee in bankruptcy, they 
remained his property, and could there- 
fore be assessed. 


Godden v. A. Wilson’s Stores (Holdings) 
Ltd. June 28, 1961. 

The respondent company, which was 
engaged in rubber and coconut planting, 
transferred its estates to another com- 
pany on March 31, 1958, and on that 
date discontinued its own trade. The 
company employed a manager, whose 
service could be terminated only by six 
months’ notice given on March 31 or 
September 30 in any year. The manager 
was in fact given notice on February 25, 
1958, that his employment would be ter- 
minated on March 31, 1958, but the 
company paid to him £1,900 representing 
his salary up to September 30, 1958. It 
claimed that this expenditure was deduc- 
tible in computing the profits of the 
company chargeable under Case I of 
Schedule D, on the grounds that it had 


Summary: A local bond issued under 
Section 136 of the Housing (Scotland) 
Act, 1950, is not exempt from stamp 
duty under the Finance Act, 1891, if it 
contains a term, whether in the body of 
the deed or in a marginal addition to the 
deed made at the date of issue, whereby 
the lender is entitled to repayment of 
the loan, at his election, within five 
years of the issue of the deed. 


to be made in order to release the com- 
pany from its obligations under the 
service agreement. The Court held that 
it could not be so deductible, since it 
could not have been expended for the 
purposes of the company’s trade when 
that trade was about to cease. 


De Voil ». Welford Gravels Ltd. July 4, 
1961. 

The respondent company was the 
tenant of a 23-acre site which was almost 
wholly devoted to the extraction of 
gravel. The company had to pay an 
annual rent for the site to the lessor 
company, plus a royalty on the gravel 
extracted. The lessor company had 
itself acquired the site out of a farm of 
115 acres, which was assessed to Schedule 
Ain one unit. The Revenue raised a new 
Schedule A assessment on the respondent 
company at a greatly increased valua- 
tion, but the Court held, affirming the 
General Commissioners, that this could 
not be done, since no new unit of assess- 
ment had been created. 


British Commonwealth International 
Newsfilm Agency Ltd. »v. Mahoney. 
July 6, 1961. 

Two shareholders of the appellant 
company, for reasons which purported 
to be entirely altruistic, each covenanted 
to pay to the company in the years of 
assessment 1957/58 to 1964/65 a sum 
equal to half its trading deficit in any 
such year. The company incurred a loss 
in 1957/58, and one of the shareholders 
made the covenanted payment under 
deduction of tax. The appellant company 
claimed repayment from the Revenue of 
the tax so deducted. The Court found, 
however, that, even though there was no 
trading relationship between the appel- 
lant company and that shareholder, the 
payment was none the less a trading 
receipt, and could not therefore entitle 
the company to repayment of the tax 
attributable to it. 


j 


ASSURANCE COMPANY LIMITED 
ESTABLISHED 1821 


CURRENT RATE OF LIFE BONUS — 


PER CENT. PER ANNUM OF THE SUM ASSURED 


LAD OFFICE 


68S KING WILLIAM STREET 
LONDON, E.C.4. Tel. Mincing Lane 2655 


Management of INVESTMENT TRUSTS and PENSION FUNDS 


CAPITAL ISSUES ~- Placings and Market Introductions 


Underwriting of NEW ISSUES for Existing Companies 


FINANCE for DEVELOPMENT and Expansion 


MINSTER HOUSE 
ARTHUR STREET 
LONDON EC4 


Telephone: MINcing Lane 7031 


tet 
tee 
3 
Mi 
a 
¢ 
4 
tk 
4 
“a 
\ 
ie 


Neville Jndustrial Securities Ltd. 
and 
Neville Developments Ltd. 


Provide a complete service for the Public Flotation of Companies. 


Financial arrangements can also be made with a view to the alleviation of Sur Tax 
and Death Duty problems in cases where flotation is not suitable or is not desired 
by the Proprietors of the business. | 


For the information of investors a Quarterly List giving particulars of all companies sponsored 
is available on application. 


Reville House, 42-46 Bagley Road, Cdgbaston, Birmingham, 16 
Telephone: Edgbaston 543 1-2-3-4 


Telegrams : Trustnevil Birmingham ‘| 


SONS 


Specialise in 


FAR 


AUCTION SALES and VALUATIONS PLANT, 


MACHINERY and INDUSTRIAL PROPERTIES 
46 Gresham Street, London, E.C.2 


Telephone: MONarch 3422 Telegrams: Sites, London 


: Xxii 
; Established 1877 
3 DEDEDE DE DE DEE DE IE DE DE DE DE DE DE DE DE BE DE DE DE DE DEDEDE DE DE 96 


ACCOUNTANCY AUGUST 


The Month in the City 


A Major Adjustment 

The past month has been more eventful 
than any similar period for many years, 
but it is not evident that the outlook for 
investors is much clearer. Mr. Selwyn 
Lloyd has settled some points by his 
broadside, which employs almost every 
weapon in the armoury. But the really 
important item in the programme, the 
so-called “‘pause”’ in the rise in incomes, 
except in so far as they generate at least 
an equal increase in production, raises 
a whole list of new problems, in parti- 
cular whether the Government will see 
such a policy through despite the very 
material opposition it has aroused and 
will arouse. The short-term measures 
are fully sufficient to safeguard sterling, 
which has risen well, although the 
announcement of the gold loss in July 
caused a setback. That loss includes an 
undisclosed amount paid to the central 
banks which have been supporting the 
pound for some months past, but the 
advance from the International Mone- 
tary Fund will look after that. The influx 
of “‘hot’”’ money has started, but it must 
not again be allowed to obscure the 
truth that our costs are too high to 
permit a sufficiency of exports at current 
levels of profit. The pause is of course 
designed to ensure that cost reductions 
and cuts in profit margins are not offset 
by higher wage and salary rates. It 
remains to be seen, however, whether 
management will take the steps neces- 
sary to secure real economies. This 
brings us to another set of uncertainties. 
For some months past the Chancellor 
has made a point of mentioning coming 
cuts in tariffs. Some cuts are in any case 
to be sought in the autumn G.A.T.T. 
negotiations. Any granted to us will 
improve our export potential; those that 
we grant will make it more difficult for 
those with high costs to preserve their 
domestic market at existing profit mar- 
gins, if at all. The decision to talk with 
the Six with a view to joining them has 
not received an enthusiastic reception in 
the House or in the country, but it is 
difficult to see what better alternative is 
available, provided the terms put upon 
membership are not unreasonably stiff. 
Membership will expose British industry 
to real competition, while offering it a 
much wider market. The premium on 
good management in the widest sense 


will be higher than ever and the cost of 
bad management very heavy, not least 
to investors. The need to be highly selec- 
tive is thus greater than ever if present 
policies are to be pressed to a successful 
conclusion. 


The General Background 
Unfortunately, the investor has not only 
to consider the probabilities of govern- 
ment action in the domestic field. It is 
doubtful how much of the weakness in 
security prices can be attributed to the 
Berlin problem, but certainly the Con- 
tinental bourses have suffered from it, 
and this may help to explain why Wall 
Street has touched new record levels. 
Probably the effect here has been mode- 
rate, and more attention has been paid 
to the now general expectation of a 
rapid recovery in the United States and 
of the continued prosperity of the Six 
and some other Continental countries. 
With security prices moving as they have 
done in recent weeks it is impossible to 
forecast short-term market movements. 
At the end of July there was little change 
in the margin (at under 14 points) be- 
tween the yields on Old Consols and on 
the equities of the Financial Times index. 
Two days later the news of the heaviest 
gold loss for a decade, coupled with 
selling of the Funds by trustees using 
their powers under the new Act, caused 
the margin to widen to 1.61, but sterling 
went to a small premium on the dollar. 
The fall in the Funds continued for 
another three days, associated with a 
recovery in industrial Ordinary shares. 
This carried the index for government 
securities to a new low and the yield 
margin to a high of 2.05. At this point 
there was a recovery in activity, with 
buying of the Funds and selling of 
equities and gold shares, and an appre- 
ciable narrowing of the margin. 

Prospects for the Funds must largely 
depend on how far the authorities are 
prepared to ease conditions. Over the 
year they should be repaying debt on a 
substantial scale, and so far there is little 
evidence that private saving is declining. 
However, there are heavy calls to be met 
on recent issues and those of July were, 
at over £100 million, double the monthly 
average for the first five months of this 
year and for the whole of 1960. 
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Increased Diversification 

While takeover bids and other opera- 
tions are tending to reduce the number 
of companies quoted—there is an offset 
in new formations—the number of acti- 
vities in which any one investment may 
involve the buyer continues to increase 
as fusions occur. This means both that 
it becomes more difficult to concentrate 
investment on any one type of product 
and that the importance of giving full 
information on the activities of groups, 
and on changes in them, becomes even 
greater. Of course an even wider spread 
is obtainable by buying investment trust 
shares or unit trusts, and a particularly 
interesting opportunity in the former 
field is presented by the offer of £1 million 
of capital in a trust formed in 1955 by 
N. M. Rothschild and Sons. This house 
has always had large overseas interests, 
and the new trust is not restricted to 
British investments. There is no doubt 
that investment in trusts with substantial 
Continental interests is one way of hedg- 
ing against either our failure to join the 
Six or the transient effects of our doing 
so. The offer met with a very good 
response. A recent example of vertical 
integration rather than diversification is 
the decision of Metal Box to join two 
American concerns in building and 
operating a British factory for the manu- 
facture of plastic packaging materials. 
Meanwhile, two examples of the widen- 
ing of markets for British and Continen- 
tal shares are the quotation of J.C.J. in 
Amsterdam and the addition of Monte- 
catini to the European shares dealt in 
here. 


Unit Trust Split 

The Association of Unit Trust Managers 

which has never included the Municipal 
and General Group, is further weakened 
by the defection of the National group 
of trusts. The reason given for this action 
is that the cost of providing information 
monthly on the state of each trust is 
prohibitive. This information is not made 
public. It is a pity that the managers of 
these trusts cannot agree on a code of 
behaviour, and it seems probable that 
the Government may find it necessary 
to prescribe unless agreement can be 
reached. 


Correction 

We regret that it was incorrectly stated 
in the July issue (page 439) that M. 
Samuel was to apply to raise £17 million 
of new capital. This concern made only 
a small rights issue of shares, which now 
stand at a substantial premium. 
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Points From 
Published 


Accounts 


Beecham Group Ltd. 

The statements of comparative trading 
results illustrated in ACCOUNTANCY for 
June (pages 364-5) provided little more 
than the most important group totals 
normally found in published accounts. 
That is to say, they showed such items 
as fixed and current assets but gave no 
breakdown of the total amount in- 
volved. As remarked at that time, a 
number of companies give in addition 
details of their total turnover. The 
Beecham Group Ltd., whose statement of 
comparative trading results and con- 
solidated profit and loss account are 
reproduced this month, provides a much 
more detailed treatment of its turnover 
than most. Trading profit is analysed 
between home trade and overseas trade, 
and sales are shown by main product 
lines. There is a full territorial analysis of 
overseas sales. All this will simplify the 
task of investment advisers called upon 
to estimate the effects of changes in the 
overseas situation. 

A striking feature in that company’s 
balance sheet (not reproduced) is the 
size of the item Goodwill (£17,985,444) 
when related to the net book vaiue of 
fixed assets (£14,878,542). In other 
circumstances this could be a sign of 
weakness—of watered capital. The 
ample return on average capital em- 
ployed (21.6 per cent. in 1960/61) makes 
it clear that it is not. 


Textilose Ltd. 

The extent to which the Institute 
Recommendation No. 22 had been 
implemented in recently published com- 
pany accounts was discussed in ACCOUNT- 
ANCY for June, 1961 (page 364). The 
accounts of Vextilose Ltd. for the year 
ended March 31, 1961, are of some 
interest, therefore, since: 


The method of stock valuation adopted 


1961 


by the subsidiary company has been 
changed in order to comply with modern 
practice, and this has resulted in the 
stock value being £10,314 lower than 
would otherwise have been the case. 


Somewhat surprisingly, there is no 
indication either of the method now 
adopted or of that which used to be 
employed. 


Initial Services Ltd. 
An intriguingly vague paragraph appears 
in the Report of the Directors of Initial 
Services Ltd. for the year ended March 
31, 1961: 
Serious discrepancies in the accounts of 
the Australian subsidiaries in respect of 


previous years which were discovered 
during the current year have been written 
off. The group profit figure has in con- 
sequence been adversely affected by 
approximately £40,000 when compared 
with the previous year. 


There is no mention of this on the 
face of the accounts, and the auditors 
give an unqualified report. Yet the 
statement is surely both important and 
at the same time unhelpful. The precise 
sum written off is not mentioned. Nor 
is any indication given of the way in 
which the discrepancies affect the 
balance sheet figures for previous years, 
or even of the number of years involved. 
Shareholders are surely entitled to 
know this. 


Beecham Group Limited 


Comparative Trading Results—Year ended 31st March 


TABLE I—TRADING PROFIT 
1958 


1959 1960 | 1961 


Home trade 
Overseas trade 


% 
of total 


TABLE II—SALES 


1961 


Total sales 
Beverages, foods and confectionery 
Toilet products 
Medicinal products 


% 

of total 

sales 
41 


Home sales 
Beverages, foods and confectionery 
Toilet products 
Medicinal products 


Overseas sales 
Beverages, foods and confectionery 
Toilet products 
Medicinal products 


Western Hemisphere 

Australasian area 

Far Eastern area 

South African area 

Indian area 

Continent of Europe and 
Republic of Ireland 

markets 


+ ++ 
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4 
change 
4 £m £m £m £m £m profit in year 
P| 3-23 4-46 5-15 6-04 6-09 73 + 1 
. 1-29 1-63 1-59 1-80 2°27 27 + 26 
i 4°52 6-09 6-74 7-84 8-36 100 + 7 
1957 1958 1959 1960 | 
% 
change 
‘ £m £m £m £m £m in year 
4 9-47 12-20 16-59 22-35 23-01 + 3 
Ss 10-42 11-75 13-11 15-86 19-41 34 + 22 
, 9-08 10-20 10-71 11-75 13-92 25 + 18 
: 28-97 34-15 40-41 49-96 56-34 100 + 13 
( 8-75 11-50 15-84 21-20 21-88 39 + 3 
5-12 5-86 6:21 6°83 7°43 13 + 9 
4-62 5-56 5-89 6-48 7-78 14 + 20 
18-49 22-92 27-94 34-SI 37-09 6 +7 
*72 -70 *75 1-15 1-13 2 2 
’ 5-30 5-89 6-90 9-03 11-98 21 + 33 
4-46 4-64 4-82 5-27 6-14 il + 17 
10-48 11-23 12-47 15-45 19-25 34 + 25 
Overseas sales—territorial analysis 
“W 5-18 5-67 6-25 7-74 9-80 17 27 
*83 -89 ‘97 1-18 1-52 3 29 
= -92 1-00 1-03 1-21 1-44 3 19 
-68 *72 -70 “91 2 30 
‘ 1-65 1-96 2-48 3-37 4-11 7 22 
*63 -60 1 3 
* 10-48 11-23 | 15-45 19-25 34 25 
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Consolidated Profit and Loss Account—Year ended 31st March 1961 
1959/60 
£ £ 
Sales £56,343,939 £49,959,220 
The trading profit of the Company and its subsidiaries, after 
charging depreciation £1,338,555 (1959/60—£1,226,648) 
was as follows: 
Home 6,093,321 6,041,036 
Overseas 2,270,434 1,802,331 
Group trading profit 8,363,755 7,843,367 
Less: Interest on unsecured loan stocks 414,038 418,750 
Profit before taxation 7,949,717 7,424,617 
Less: Taxation (note 3) 3,806,589 3,618,560 
Profit after taxation 4,143,128 3,806,057 
Less: Attributable to minority interests in subsidiaries 16,123 15,732 
Surplus attributable to Beecham Group Limited £4,127,005 £3,790,325 
This surplus has been allocated as follows: 
Dividends (/ess tax) 
payable to the members of Beecham Group Limited 
44% Redeemable cumulative preference shares 108,834 109,881 
Ordinary shares: 
Interim dividends—16 % (1959/60—16 %) 1,074,019 1,074,019 
Final dividend recommended—14 % (1959/60—11% 939,766 738,388 
2,013,785 ————— 1,812,407 
2,122,619 1,922,288 
Retained in the Group 
Beecham Group Limited 1,519,778 1,630,570 
Subsidiaries 484,608 237,467 
2,004,386 —————_ 1,868,037 
(Notes to the Accounts have not been reproduced) —_— _—_—_— 
£4,127,005 £3,790,325 
DARWINS GROUP LTD. 
Where the Money Goes 
| This is how the moncy we received during 1960 was utilised to pay our way 
; JANUARY FEBRUARY MARCH APRIL MAY JUNE 
6-310172431 | 7142128 | - 6132027 | - 3101724 | 1 - 5121926 
- | mw 1 8192229 | mw 7142128 | w - 4171825 | 2 916238 | 6132027 
T~$1219% - | 2 9162 - | 1 - | 2WITMHN | - 714422 
w-6132027- | w31017%- | w2 916239 | w- 61320027 | w4llis2s- wi 81522 
T-7142128 | 4111825 | 390172631 | - 714212 S1219B- | 2 916239 
#1818222 - | S12192%6 - | 4081825 - | 61327 | 310172 ~ 
329162330 - | s 6132027 - | | s 2 9162338 | s 71421 - | 411 1825 - 
july AHGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER 
| 7142128 | @ ~ 4111825 | 9162330 | - 6132 
m~4111825 - | 018152229 | 5121926 | w-310172431 | - 71421 u- 
7-5121926 - | 291623390 | - 6132027 | r-4111825- | 1 815 t- 
w-6132027- | w 172431 | w- 7262128 | w-S1219%- | w2 w- 7421 
F 1926 - | 2 91623390 | | 412 1825- | 2 ONG 
s291623%- 5 32027 - | s 3101724 | 81815722 | | 3 7 
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Simplified Results Statements 

Reasons of space unfortunately pre- 
cluded the illustration of two types of 
simplified results statement mentioned 
in ACCOUNTANCY for July (page 440): 
the large red £ sign employed by British 
Drug Houses Ltd. and the calendar used 
by the Darwins Group Ltd. Black and 
white reproductions are included this 
month. 


BRITISH DRUG HOUSES LTD. 


and expences oe 
i 
wages 
pension schemes “eo 
Dapractatian " 
Tasation oe 
Reserves oe 
Olridends 
6 woe 
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The Grouping of Fixed Assets 
The Eighth Schedule of the Companies 
Act, 1948, requires inter alia that: 
The reserves, provisions, liabilities and 
fixed and current assets shall be classified 
under headings appropriate to the 
company’s business: 
Provided that— 
(a) where the amount of any class is not 
material, it may be included under the 
same heading as some other class; and 
(6) where any assets of one class are 
not separable from assets of another 
class, those assets may be included 
under the same heading. 

As regards fixed assets, most com- 
panies take this to mean that they must 
show separately the main types of fixed 
asset. They do this either in the balance 
sheet itself or in a note annexed thereto, 
and the following extract from the 
accounts of Textilose Ltd. typifies the 
most common form of presentation: 
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3. Fixed Assets 31st March, 1961 31st March, 1960 
Amounts Amounts 
Written Net Written Net 
Cost off Amount Cost off Amount 
£ £ £ £ £ £ 
Patent Rights .. 72,691 72,690 1 72,691 72,690 I 
Freehold and Leasehold 
Properties . 257,396 4,323 253,073 257,396 4,323 253,073 
Plant and Machinery . 448,835 266,585 182,250 442,791 246,331 196,460 
Fixtures and Fittings . 8,956 6,956 2,000 8,956 6,706 2,250 
Motor Vehicles 17,981 9,126 8,855 16,630 6,910 9,720 
£805,859 359,680 446,179 £798,464 336,960 461,504 


A few companies, such as Booker 
Brothers, McConnell & Co. Lid., and 
Short’s Ltd., provide little or no analysis 
of the item ‘“‘fixed assets’’. The first- 
named company, for instance, shows in 
the notes to its accounts only the 
statement below. 


Simplicity is certainly desirable, 
though this seems to carry it too far. 
Even the more common aggregation of 
“Freehold and Leasehold Premises, 
Motor Vehicles, etc.”’ renders the 


figures in question useless to the 
investment analyst. 
Book 
Value 
31st Dec. 
Cost Total Depreciation 1960 
£ £ £ £ 
9,991,714 10,712,490 3,883,360 6,829,130 
12,839,855 13,157,458 4,586,735 8,570,723 


9. Statement of Fixed Assets Net Book 
Value 
PARENT COMPANY AND ITS SUBSIDIARY 31/st Dec. 
COMPANIES (CONSOLIDATED ACCOUNTS): 1947 less 
Disposals 
£ 
Sugar estates, and buildings, machinery 
and equipment thereon : 720,776 
Other property, including land, build- 
ings, plant and and 
equipment 317,603 
£1,038,379 


£22,831,569 £23,869,948 £8,470,095 £15,399,853 


Letters to the Editor 


Education and Training 

Sir,—Ever since I started my career in 
accountancy, some ten years ago, I have 
imagined that those who planned the 
course of the professional education which 
is followed in the second half of the 
twentieth century must know very little 
about either education or the twentieth 
century. 

As time went by, and as the fire of youth 
was gradually dampened by constant advice 
not to be a new broom, not to take chances, 
not to upset the present system, I began to 
lose confidence in my own conclusions; I 
began to think I had become an iconoclast, 
and doubted whether a highly respected 
professional body could possibly be as back- 
ward as I thought ours was in this respect. 

It was therefore a pleasure, unequalled, 
professionally, since the day my Finals 
results were announced, to read Professor 
Solomons’s comments on the Report on 
Education and Training, in your July issue. 

As one who has taken advantage of— 
and benefited greatly from—both the 


University Scheme and the six-months-in- 
industry Scheme—and been surprised at the 
lack of interest shown by my elders in 
either—I would like to congratulate you, 
Sir, for daring to allow the Establishment 
to be publicly criticised. This article, which 
you say “of course commits nobody but its 
author” speaks brilliantly and with author- 
ity for those of us who have felt the need 
for the profession to shake itself up from 
this state of complacency, but who have not 
been able to find a pulpit from which to 
preach our heresies. 

Perhaps the Council of the Institute will 
realise that even after three years’ investiga- 
tion, the surface has barely been scratched. 


Yours faithfully, 


R. S. FRASER, B.COM., A.C.A. 
Manchester. 


Sir,—It would be out of place for me to 
comment on the views of the English 
Institute’s Committee on Education and 


Training, or on those expressed by Professor 
David Solomons in your July issue. Since, 
however, Professor Solomons has made the 
unusual slip of referring in several places at 
page 410 to “Britain” when he means 
“England”, perhaps I may be allowed in the 
interests of accuracy to mention the follow- 
ing facts: 


(a) The Chair of Accounting and Business 
Method in the University of Edinburgh was 
founded in 1919, its original endowment of 
£15,000 having been subscribed by members 
of the Edinburgh and Leith Chambers of 
Commerce, The Merchant Company of 
Edinburgh, the Leith Shipowners’ Society, 
The Society of Accountants in Edinburgh 
(now called The Institute of Chartered 
Accountants of Scotland), and The Institute 
of Bankers in Scotland. 


(b) The Johnstone-Smith Chair of 
Accountancy in the University of Glasgow 
was endowed in 1925 by the gift of £20,000 
to the University by Mr. David Johnstone- 
Smith, c.A., LL.D., President of The Institute 
of Accountants and Actuaries in or 
from 1922 to 1924. 


(c) Of the four holders of the Edinburgh 
Chair and the three holders of the Glasgow 
Chair, all have held office as members of 
Council of their Institute. 


(d)Of the fourteen members of the Scottish 
Institute’s Special Committee on the 
Examination and Training of Apprentices 
(“Lister Committee”), whose report pub- 
lished in 1956 forms the basis for the present 
scheme of examination and training of 
apprentices, one was a professor of Ac- 
countancy, another was a professor of Law 
and a third, as one of the Institute’s direc- 
tors of studies, had great experience of 
accountancy teaching. 


Yours faithfully, 
E. H. V. MCDOUGALL? 


Secretary, The Institute of Chartered 
Accountants of Scotland. 
Edinburgh. 


CHANGES OF ADDRESS 


Members of The Institute of 
Chartered Accountants in England 
and Wales should note that a 
change of address reported to 
Moorgate Place for the Institute’s 
records is not passed on to 
ACCOUNTANCY except on specific 
request, since that address does 
not necessarily correspond with 
the address to which copies of the 
journal are to be sent. Any sub- 
scriber wishing to haye ACCOUNT- 
ANCY sent to his new address 
should state this when notifying the 
Institute of the change, or else 
write to ACCOUNTANCY direct. 


A 
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Readers’ 
Points and 
Queries 


Trusts and Child Allowance 

Reader’s Query. — (1) (a) My client 
has a daughter aged six, to whom the 
residue of an estate has been left abso- 
lutely. The residuary income of the 
estate is approximately £300 p.a. gross. 
My client is informed by the trustees 
that the income could be distributed only 
for maintenance, education, etc., of the 
child, but he has not claimed this. 

His claim for child allowance has been 
disallowed on the grounds that the child 
has income in her own right exceeding 
£100. My client points out that none of 
this has been drawn, and he has not had 
the benefit of it to help in the upbringing 
of the child. 

Is the Inspector’s contention correct? 

(6) Assuming that the Inspector was 
incorrect, what would be the effect of a 
distribution of this “back’”’ income by 
the trustees in, say, two or three years’ 
time, to pay for some special need of the 
child—for example, hospital treatment? 
Would the child allowance (already 
given) be withdrawn and the assessments 
re-calculated? 

(2) The same client has settled on his 
daughter a fund, the original capital of 
which was £20,000. Owing to good in- 
vestment the income is now £4,000/ 
£5,000 per annum. At the moment the 
income is not distributed, but my client 
is worried, fearing that when the girl is, 
say, seventeen, should an impecunious 
suitor woo her, the trustees might be 
persuaded to distribute the whole of the 
trust income for the preceding (in this 
case) fifteen years. Is this a possibility, 
or has it become consolidated with the 
capital of the trust? 

(3) (a) In a different case, a client has 
two children who are entitled to a share 
in the residue of the estate, contingently 
upon attaining twenty-one years. The 
interest is joint; should one child die, 
the other would succeed to both shares. 

For 1959/60, their share of the resi- 
duary estate amounted to £250 gross, 
and the trustees have so far distributed 
to my client the sum of £99 gross (£60 
net) for the maintenance of each child. 

This case is different from (1), in so far 
as the interest is only contingent, but I 
should be glad if you would confirm that 
child allowance is due for 1959/60 for 


each child in these circumstances. The 
children have no other income. 

(b) Assume, however, that the balance 
of the 1959/60 income is distributed in, 
say, two or three years’ time. Would 
the child allowance (already given) be 
withdrawn, and the assessments re- 
calculated? 


Reply. — It is impossible to answer 
these queries adequately without studying 
the terms of the trust deeds. 

(1) On the face of it, the Inspector is 
correct in (a), and (b) therefore does not 
arise. 

(2) This depends on the terms of the 
trust deed. 

(3) (a) is unanswerable without the 
trust deed. 

(b) If child allowance is due, it would 
not be withdrawn in these circumstances. 


Apportionment for Income Tax 
Reader’s Query.—We were instructed 


by solicitors to make apportionments of 
the income of a trust in accordance with 
the Apportionment Act, 1870, and to 
prepare the forms R185E. The life tenant 
died one year after the testator, and we 
apportioned income received after the 
testator’s death on a day-to-day basis in 
the usual manner. For purposes of the 
R185E’s the income related back to the 
period up to the death of the testator 


Publications 


Mathematics of Accounting. By Arthur 
B. Curtis, B.c.s., C.P.A., and John H. 
Cooper, B.ACCTS., C.P.A. Fourth edition 
revised by William James McCallion, 
M.A. Pp. x +566. (Prentice-Hall: 70s.) 


THIS WORK ATTEMPTS to combine a 
textbook and a reference book. It seems 
more likely to be useful in its latter 
capacity. The range of the chapters— 
beginning with the simplest addition, 
and then going through such topics as 
percentages, gross profit computations, 
working capital ratios, logarithms, 
compound interest, graphs and proba- 
bilities, and ending with life assurance 
problems—suggests that, for any type of 
student class with which one is familiar, 
much of the matter would prove either 
too elementary or too advanced; 
further, the condensed treatment of 
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was treated as the income of those in- 
terested absolutely in the corpus of the 
trust fund on the death of the life tenant. 
Similarly, income received after the 
death of the life tenant but accrued up 
to his death was treated for income tax 
purposes as devolving on his executors; 
this we believe is supported by Stewart's 
Exors. v. C.1.R. (1952) 31 A.T.C. 202. 

The representatives of the deceased 
life tenant, however, argue that for pur- 
poses of income tax only that income 
received by the trustees during his life 
(that is, from the death of the testator 
to the death of the life tenant) should be 
treated as the life tenant’s income. They 
argue that income received after the 
death of the life tenant should be treated 
for purposes of the R185E as the income 
of the person absolutely entitled to the 
corpus, even though that income has 
been apportioned to the life tenant 
under the Apportionment Act. 

Our view is that all the trust income 
devolves for income tax purposes on the 
trustees. They then distribute that in- 
come and the persons to whom they 
apportion it become the persons whose 
income it is for purposes of the Income 
Tax Act, 1952. 


Reply.—The Apportionment Act does 
not apply to income tax. Therefore, on 
the facts stated it would appear that the 
personal representatives are correct. 


subjects like goodwill and partnership 
seems bound to be unsatisfactory for 
readers who want a full analysis. 
However, there are worked examples 
and diagrams in plenty, and each chap- 
ter ends with a list of “review problems.” 
The approach must satisfy a real need 
in Canada and U.S.A.: no less than 
forty-three printings and four editions 
have appeared since the book was first 
published in 1925. 

The concluding 120 pages consist of 
tables—logarithms, American mortality 
figures, and compound interest. The last 
group, taken from Glover’s Tables of 
Applied Mathematics, goes into unusual 
detail. Each item is given to eight places; 
the years run from 1 to 150; and the 
range of interest rates includes such low 
and ungainly fractions as 75 per cent., 
& per cent. and $ per cent. Perhaps this 
dates the book somewhat; capital invest- 
ment budgets (the most topical form of 
arithmetic) demand tables showing rates 
in a high range—covering, say, from 
10 per cent. to 50 per cent. 

W.T.B. 
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Spicer and Pegler’s Practical Auditing. 
Thirteenth edition. By Walter W. Bigg, 
F.C.A. Pp. xxi+526. (H.F.L. (Publishers) 
Ltd.: 27s. 6d.) 


SPICER AND PEGLER, an auditing classic, 
and Mr. W. W. Bigg, who has edited 
the work for more than thirty years, 
need no introduction to the accountancy 
profession. The new edition includes, 
where appropriate, all the more im- 
portant recommendations on account- 
ing principles issued by the Council of 
The Institute of Chartered Accountants 
in England and Wales during the past 
three years, and considers the recent 
changes in the law relating to the 
accounts and audit of such under- 
takings as insurance companies and 
building societies. 

Yet this leading British authority on 
auditing has little to say on the newer 
developments in technique. After eight 
years’ more experience some addition 
might have been expected to the Notes 
on the relation of the Internal Audit to the 
Statutory Audit issued by the Institute in 
1953, excellent though they are. Nor 
can one avoid the advance of E.D.P. 
and the student’s need for knowledge 
about it by suggesting that “. . . few 
accountants ... have yet been confronted 
with the task of auditing accounts pro- 
duced by electronic means, and their 
number is unlikely to increase substan- 
tially during the next few years.” 
Statistical sampling techniques are 
another matter which deserved attention. 
But these criticisms should not be 
allowed to detract from the established 
worth of the work as a whole. 


G.A.H. 


Profit and Personality in Retailing. By 
Leonard M. Harris, F.R.ECON.S., and 
Ulric M. Spencer, M.A., B.COMM. Pp. 
xiii+ 193. (Business Publications in asso- 
ciation with Batsford: 35s.) 


ALTHOUGH THIS BOOK is_ specifically 
addressed to “retail management and 
staff at all levels, with special emphasis 
on Department Stores,” such is the 
manner of presentation that it deserves 
a far wider, less specialised audience 
than this. The title reflects very accu- 
rately the twin themes that dominate 
the book: first, the importance of per- 
sonality in the search for profit, and, 
second, the maximisation of profit 
through, among other factors, the use of 
proper budgeting and unit cost account- 
ing. 

Specific chapters deal with gross 
margins, budgeting and unit cost 
accountancy, while the concept of per- 
sonality is stressed throughout the book 
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—the personality of the store, of its 
sales staff, of the goods sold, of the 
customers. It is further argued that the 
customer needs something more than 
just a retailer in his purely mechanical 
role; that retailers ““must be able not 
only to supply his (the consumer’s) 
needs as he becomes aware of them and 
gives expression to them. It is also part 
of their job to create wants and then to 
suggest means of enabling him to satisfy 
them.” A basis for the first of these con- 
tentions may be found in American 
retailing experience, where there does 
appear to be a reaction against the 
dehumanising of the distributive trades. 
The second contention, concerning the 
role of retailers in the creation and satis- 
faction of wants, is open to challenge, 
since, if this task is to be done at all, it 
may be done more adequately and more 
economically by manufacturers through 
their national advertising. 

M.J.W. 


“Taxation’”’ Key to Income Tax. Budget 
edition, 1961. Edited by Percy F. 
Hughes. Pp. 247. (Taxation Publishing 
Company: 12s. 6d.) 


THE NEW EDITION of this well-known 
handbook incorporates the familiar 
features of its predecessors. With 
“automatic thumb index” to twelve 
separate heads of subject-matter (each 
with its own sub-index), it provides, 
within a matter of seconds, concise, 
clear and compact information on nearly 
five hundred related topics within its 
particular scope. As a Budget edition it 
deals with the more important of the 
operative and proposed changes in the 
existing law, and these are included in 
the appropriate place in the general 
text. It might have been useful, however, 
to have one or two practical examples, 
say, of the new method of computing 
surtax on earned or mixed income, or 
of dealing with motor car allowances 
where the cost of the car exceeds 
£2,000. Also, in future editions, it would 
save time if it were possible to give case 
references, and not merely the year and 
Court in which a case was decided. These 
minor suggestions, needless to say, in no 
way detract from the general excellence 
of the work, both as an aide-mémoire 
for the practitioner and as a starting 
point for the novice. The position re- 
garding “know-how” on page 81 is no 
longer wholly correct, but must be read 
subject to the decision of the Court of 
Appeal in Jeffrey v. Rolls Royce Ltd. 
(1961) 2 All E.R. 469. 


K.B.E. 
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Roper’s Back Duty Manual. By A. J. 
Roper, B.sc. Second edition. Pp. vii+ 
173. (Butterworth: 32s. 6d.) 


ROPER NEEDS NO introduction. The first 
edition of his Back Duty Manual re- 
ceived the highest praise from both the 
legal and the accountancy press. The 
second, which incorporates the drastic 
amendments to the penalty provisions 
made by the Finance Act, 1960, deserves 
no less. An ex-Senior Inspector of 
Taxes, late of the Inland Revenue 
Enquiry Branch, the author is particu- 
larly well qualified to write on back duty 
work. And, what is perhaps even more 
important, he is able to do so in an 
attractively clear and concise manner. 
A large part of the book is devoted 
to examples, or case studies, which bring 
to life both the human and administra- 
tive aspects of the work, and should 
prove of the greatest possible value to 
practitioners. Yet the manual is so 
interestingly written and so compre- 
hensive that any student having a few 
hours to devote to it will receive a first- 
class insight into this aspect of his future 

activities. 
G.A.H. 


Books Received 


Farm Crop Irrigation, The Economic 
Aspects. By J. S. Nix and C. N. Prickett. 
Pp. 44. (Farm Economics Branch, School of 
Agriculture, Cambridge University: 4s. 
post free). 

Who Owns Whom, A Directory of Parent, 
Associated and Subsidiary Companies in 
Industry and Commerce. Fourth edition. 
Pp. 561. (O. W. Roskill & Co. (Reports) Ltd.: 
£6 6s. Od.) 


Return of Rates and Rates Levied per Head 
of Population (England and Wales), 
1961-62. Pp. 111. (institute of Municipal 
Treasurers and Accountants: 12s. 6d.) 


Coventry Accounts, 1960/61. Abstract of 
the Treasurer’s Accounts for the Year 
ended March 31, 1961. Pp. 243. (No price 
stated.) See “Points from Published Ac- 
counts” on page 441 of the July issue of 
ACCOUNTANCY. 


McMurry’s Management Clinic. By Robert 
N. McMurry, in collaboration with Ruth G. 
Shaeffer and Lawrence E. de Neufville. 
Pp. xi+207. (Business Publications in asso- 
ciation with Batsford: £1 15s.) 

Taxation Policies in Relation to International 
Investment. Pp. 33. (Jnternational Chamber 
of Commerce, British National Committee, 
15 Kingsway, London, W.C.2: 4s. 6d.) 


An Executor’s Accounts. By E. Miles Taylor, 
F.C.A., S. C. Hough, A.1.B., and O. Griffiths, 
M.A., LL.B., Barrister-at-Law. Thirteenth 
edition. Pp. xx-+527. (Textbooks Ltd., 20 
Milton Road, Harpenden, Herts.: £1 10s.) 
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“ Should we not revert to goose-quill pens, Sir George? 
Two of these pao ee “Nibs’ have become fractured 
already, and no one will undertake to repair them!” 


THE ART of moving with the times is 
to welcome new inventions while keeping 
faith with old-established virtues. 

At Lloyds Bank, that has been our way 
from the day when the proto-typewriter 
astounded great-grandpapa right up to 
this present, electronic age. As a result, we 
have always been able to give ail our 
customers the most complete banking 
service at a very low cost, and today we 
are coping with an _ ever-increasing 
number of accounts. 

Have you a banking account ? If not, 
do please call on the manager of your 
nearest branch of Lloyds Bank — he will 
welcome your visit. 


LLOYDS BANK LIMITED aa) 


THE LEADING AUTHORITY 
provides you weekly with the latest news of 


ATIO: @ TAX CONCESSIONS 


at of pert 


@ CHANGES IN PRACTICE 

- @ REPORTS OF TAX CASES 
@ ARTICLES OF TOPICAL INTEREST 
@® YOUR PROBLEM SOLVED IN FIGURES 


Read LAXATION 


ORDER FORM 
To TAXATION PUBLISHING COMPANY LIMITED 
98 Park Street, London, W1 oe MAYfair 7888 
a send TAXATION for six months/one year. Remittance 
Price 1/6 Weekly £ s d enclosed. (£4 5s year, £2 4 half-year.) 
Subscription: £4 5s year, £2 4s half-year a 
First published on October Ist, 1927, Address 
Taxation has served the taxpayer and 
his advisers for over thirty-three years. - Accy. 8/61 
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Keep up-to-date with... 


ACCOUNTANT 


. . . the accountancy world’s 
weekly newspaper 


@ professional news and views 
@ topical editorials 


@ authoritative articles on: 


accountancy 
company matters 
office electronics 
taxation 
economics 


@ company accounts reviewed 
@ correspondence @ book reviews 
@ students’ pages 


THE 
ACCOUNTANT 


has served chartered accountants and the 
accountancy profession throughout the world 
since 1874 


PUBLISHED EVERY FRIDAY 


Price 1/9 per copy 
£4 18s. (inc. postage) per year: £2 10s. half-year 
There are concessional rates for articled clerks and there 
is an AIRMAIL EDITION for overseas readers; details 
from the publishers 


All departments now at 


151 STRAND, LONDON, W.C.2 
Telephone: TeMPLE 0832 (7 lines) 
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Just Published 


UNIFORM COST 
ACCOUNTING 


KENNETH S. MOST, LL.B., F.C.A. 


During the last fifty years approximately 400 uniform 
cost accounting schemes have been prepared by trade 
associations in Britain and the U.S.A. Unil now, how- 
ever, a thorough investigation of the nature of uniform 
cost accounting has never been made, nor has much 
consideration been given to the question whether the 
aims of uniform cost accounting are indeed capable of 


achievement. 


This book is the record of such an investigation, and 
will be indispensable to all who are concerned with 
uniform costing schemes, whether operating existing 
schemes or preparing new ones. But it is much more 
than this, for the author has made a profound study 
of accounting from the social and economic aspects, 
rather than the more usual legal and financial ones. 
The breadth of his approach, as indicated by the ex- 
tensive bibliography, and his intimate knowledge of 
accounting practices in many countries, have enabled 
him to break entirely new ground. It is therefore a 
book which every accountant should read. 


The charts of accounts illustrated are presented together 
for the first time, and constitute a convenient source 
of reference for all concerned with the classification 
and coding of accounts. Further, the detailed implica- — 
tions of accounting assumptions are meticulously | 
examined in a spirit of scientific inquiry, and conclu- 
sions drawn which will certainly provoke thoughtful - 


discussion. 


One of the useful features of this book is the explan- 
ation given of the correct application of a decimal 
coding to a chart of accounts. 


by 


PRICE 3Q/= NET 


31/- post free U.K. 


To GEE & CO (PUBLISHERS) LTD 
151 STRAND, Lonpon, WC2. 


Please supply ............ copy(ies) of 


at 31/- post free U.K. 
Name and Address 


TEMPLE BAR 0832 | 
UNIFORM COST ACCOUNTING | 
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Remittance £ s 
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Machines in Business 


Univac Solid State 80 Computer 
Although the Univac Solid State 80 
Computer illustrated below was installed 
at Remington House late last year, the 
installation was not widely publicised, 
and the first open invitation to see 
UNIVAC in operation was given only 
recently. The unit is at present handling 
internal Remington Rand accounting 
and statistical work, training, pro- 
gramme research and testing, as well as 
demonstrations. 

The basic computer system consists of: 
(i) A High Speed Card Reader capable 
of reading standard 80 column cards 
punched in any required code at the 
rate of 450 cards per minute. Each card 
is read twice as a means of ensuring 
accurate reading. 

(ii) A Central Processor having a capacity 
of 24,000 digits for holding the pro- 
gramme steps, the data being processed 
and look-up tables. The processor also 
includes the necessary circuitry for per- 
forming logical and arithmetical func- 
tions and for controlling the other units 
of the system. 

(iii) A High Speed Printer which will 
print lines of up to 100 characters at the 
rate of 600 lines per minute in any 
required format. 


(iv) A Card Punch which will punch into 
standard 80 column cards the inter- 
mediate results required for further pro- 
cessing at a rate of 150 cards per minute. 
Even this minimum system is fully 
buffered. That is to say, stores are pro- 
vided in the central processor which 
hold information, so that there is no 
delay such as occurs when one unit 
cannot function until the previous unit 
has done its work. 

The current purchase price of such a 
system is £75,000. 

Various additional facilities may be 
added, such as: 

(a) Additional storage in the central 
processor: The 24,000 digits of storage 
available are held in words of 10 digits 
each, the words being arranged in 
parallel bands (200 words to a band) on 
a drum revolving at high speed (17,670 
r.p.m.). In order to reduce even further 
the access time to a particular part of a 
band, a further method is available 
whereby four read/write heads are 
spaced evenly around the band, instead 
of there being a single read/write head 
associated with each band. To fit the 
first band of high speed storage costs 
£9,640. Subsequent bands cost a little 
over half this. 
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(b) Automatic multiplication and divi- 
sion: In the basic system multiplication 
and division are carried out by pro- 
gramme sub-routines supplied as a 
programme package with the system. 
In order to further reduce programming 
time and effort, an automatic multiply 
and divide feature can be added to the 
central processor in order to carry out 
these functions in a single programme 
instruction. This costs an additional 
£8,570. 

(c) Index registers: To carry out an 
instruction (programme step), that in- 
struction is first transferred from its 
storage location on the drum into a 
register known as register C. The 
instruction is made up of: (i) the opera- 
tion code—for example, “multiply”, 
“divide” or ‘“‘add’’; (ii) the address of 
the storage location of the data on 
which that operation is to be performed; 
and (iii) the address of the storage 
location of the next instruction which is 
to be obeyed. Often it is necessary to 
carry out the same sequence of instruc- 
tions repetitively on data contained in 
different storage locations. In order to 
do this under normal circumstances it 
is necessary either to change the address 
of the data location by a series of pro- 
gramme steps or else to repeat the pro- 
gramme sequence for each data loca- 
tion. To overcome this, three index 
registers may be provided, each of which 
will automatically augment the address 
specified by the amount held in the index 
register. There is thus no need for the 


UNIVAC 80 Solid State Computer. Units from left to right are: Read-Punch Unit; Central Processor; High Speed Printer; and 
High-Speed Card Reader. These units form the basic Univac system. 
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operational sequence to be written more 
than once, and provided the data loca- 
tions have been arranged in the proper 
sequence the computer will automatically 
carry out the operation in each location 
in turn. The current price of the three 
index registers is £3,215. 

(d) Short card feed: Where punched 
cards produced by the computer system 
are issued as operational documents, a 
part of the card may be returned to the 
system in the form of a receipt or con- 
firmation that a particular operation 
has been performed. For £430 the 
machine can be made to read 22, 51 and 
66 as well as full 80 column cards. 

(e) Magnetic tape storage 

({) Random access storage: Randex 
units consisting of two magnetic drums 
with a capacity in excess of 24 million 
digits can be added. Where the search 
for information needs to be carried out 
over the whole area of both drums, the 
average access time is under one-third 
of a second. This time can of course be 
considerably reduced by grouping in- 
formation on the drums. Current pur- 
chase price is £60,000 for one Randex 
unit and the necessary Tape/Randex 
Synchroniser. Additional Randex units 
cost £36,430. 

(g) The card punching printer: Where 
it is necessary to issue a document in the 
form of a printed punched card which 
can be subsequently returned to the 
system as a notification of receipt or of 
completion of a particular function, for 
example, completion of a manufacturing 
batch, the card punching printer may be 
employed. This unit, when linked to the 
central processor, will punch cards, 
sense the punching for verification, print 
on both sides of the card and outsort the 
completed card into one of three output 
stackers. Maximum operating speed of 
the unit is 150 cards per minute. The 
maximum instantaneous printing speed 
is 900 lines, each of seventy characters, 
per minute. A typical average net output 
speed would be 115 cards per minute 
when three to five lines are printed and 
information is also punched into the 
card. 


City of Portsmouth Orders Hundredth 
IBM 1401 Computer 

The hundredth order for an JBM 1401 
Data Processing System since the system 
was introduced into Britain in October, 
1959, was placed recently by the City of 
Portsmouth. The machine will be in- 
stalled in the City Treasurer’s Depart- 
ment, and will enable the department to 
centralise and mechanise all main 
accounting functions of the corporation, 
including: expenditure and income 
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analysis under 8,500 account headings; 
costing of 80,000 jobs per annum; 
control of 28,000 separate stores items; 
weekly and monthly payrolls for 8,800 
employees; rates accounting for 73,000 
properties; as well as the consolidated 
loans fund, housing bonds, debtors’ 
accounts and statistical analyses. 


Vitafoam to use National Post-Tronic 
System 

A slightly modified National Post- 
Tronic semi-automatic bookkeeping 
system—believed to be the first of its 
kind to be used outside banks—is to be 
installed by Vitafoam Ltd., of Middle- 
ton, Manchester, one of the largest 
producers of latex foam in Europe. At 
Vitafoam printed entries will be made on 
translucent sheets placed over the 
ledger cards. At the end of each month, 
photo-copy statements will be taken 
from these sheets and forwarded to 
customers, the original sheets being 
retained as company records. All the 
company’s ledger work will be handled 
by one person, who will not require any 
special training to operate the machine. 
The total cost of the system will be 
approximately £7,000. 


IBM Demonstrates Electronic System 
for Information Storage 
An electronic system demonstrated by 
IBM will be able to retrieve within five 
seconds any one of millions of printed 
or typed pages or photographs from a 
file. Known as Walnut, the system is a 
prototype of one being developed for 
the Central Intelligence Agency in the 
United States. A tiny image of each 
document is photographically trans- 
ferred to an IBM card, so that the docu- 
ment can be viewed on a screen or 
printed without removing it from 
storage. Walnut operates like a library. 
Its catalogue is a magnetic file; its shelves 
are more than 100 bins, or document 
files, each loaded with up to 990,000 
photographic images of documents that 
have been first microfilmed, then 
reduced to film strip and finally trans- 
ferred to the document files. ; 
When a user requires information he 
writes a key word on a form, from 
which a punched tape is made and fed 
into the machine. The magnetic index is 
searched electronically and a list of 
entries containing the key word is 
printed. A punched card corresponding 
to the document that the user selects is 
pulled from a file of cards prepared 
when the documents were printed and 
containing details of their location. An 
aperture card containing a blank film 
insert is then punched to show the 


Walnut 


location and inserted into the document 
file, which reads the location and brings 
the relevant part of the film strip into 
position. The card’s film insert is then 
exposed and developed within about 
half a second. The document can then 
be either read through a viewer or 
enlarged for printing. 


Selective Dissemination of Information 
by Computer 

IBM has announced a new experi- 
mental application for computers to 
channel publications and other current 
information selectively to the staff 
members most interested in them. 
Called “Selective Dissemination of 
Information”, the system has been 
operating within IBM for the last year 
to inform some 500 employee sub- 
scribers about new publications pre- 
pared in the company or received from 
outside sources. In setting up the system 
“profiles” were prepared of people 
wishing to use it, these profiles consist- 
ing of key words chosen by each person 
to describe his interests. As documents 
are prepared, profiles are prepared on 
them also, listing the key words they 
contain. These key words are punched 
into IBM cards and fed into the com- 
puter, which matches the document 
profiles against the personnel profiles 
and generates a notification card to the 
person concerned. Scientists have found 
this system valuable in providing tech- 
nical information, and it has certainly 
reduced the flow of unusable infor- 
mation reaching their desks. 
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Legal Notes 


Company Law— 

Costs of Judgment Creditor’s Petition 
when Bound to Fail 

In re A. E. Hayter & Sons (Porchester) 
Ltd. [1961] 1 W.L.R. 1008 was a case 
where a petitioner, having agreed that 
his petition could not succeed and that 
he should withdraw it, sought to evade 
the consequence that he should pay the 
costs of the company and opposing 
creditors. On March 9, 1961, the 
receiver in whose hands the affairs of the 
company already lay convened an 
informal meeting of creditors, to which 
went a representative of the petitioner. 
It was revealed that a dividend of 10s. 
in the £1 was foreseen, and the receiver 
told the meeting of negotiations on foot 
for the sale of the company’s business to 
produce the money for this dividend. 
He further told the meeting that after the 
sale would follow a creditors’ voluntary 
liquidation. On March 23 the petitioner 
recovered judgment for his debt, which 
he knew to be less than 4 per cent. of the 
company’s debts. On April 19 he pre- 
sented his petition. Both the solicitor to 
the company’s debenture holder and the 
largest creditor tried to persuade him to 
withdraw, but he proceeded. 

When the petition came on for hear- 
ing it was opposed by creditors whose 
claims amounted to more than half the 
company’s debts, and in the circum- 
stances the petitioner accepted that he 
could not succeed, and asked that it be 
dismissed with no order on costs. 

Ordinarily a petitioner whose petition 
was thus dismissed would be ordered to 
pay the costs of the opposing creditors 
and the company, but there is an excep- 
tion. Where a creditor who is a judg- 
ment creditor presents a petition upon 
which as between himself and the com- 
pany he would be entitled to an order 
ex debito justitiae, but is prevented from 
obtaining the order by the opposition of 
other creditors of greater weight, the 
practice is to make no order on costs. 
The Judge accepted this practice, but 
held that it must be subject to the proviso 
that the petitioning creditor must have 
acted reasonably in presenting and 
prosecuting his petition. In all the cir- 
cumstances this petitioner had not acted 
reasonably, and so was not entitled to 
the benefit of the relaxation of the 
general rule ordinarily allowed to 
judgment creditors. 
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Company Law— 

Costs when Winding-up Order No 
Longer Sought 

In re Newman and Howard Ltd. [1961] 
3 W.L.R. 192 was a case where a share- 
holder and contributory to the company 
was unable, after many attempts, to 
obtain information or accounts from the 
company, which for many years had not 
held a meeting. In the end he presented 
a winding-up petition on the ground that 
in the circumstances it was just and 
equitable that the company should be 
wound up. As soon as the petition was 
presented the desired accounts were 
forthcoming, and accordingly the 
petitioner no longer sought a winding-up 
order. 

The question then arose whether either 
party should pay the costs of the other. 
Apart from one point raised by the 
respondent company Pennycuick, J., 
felt without a doubt that it had behaved 
in such a way that it was proper for him 
to order the company to pay the 
petitioner’s costs. The one question that 
remained to be decided was whether the 
petition as presented was bad on the 
face of it, because it did not show and 
prove to the extent of a prima facie case 
that there were assets in the company of 
such an amount that in the winding-up 
the petitioning contributory would have 
a tangible interest. As the petition did 
not comply with that well recognised 
rule, the company asked that the 
petitioner should pay its costs. 

Pennycuick, J., however, held that 
there must be an implied qualification to 
the general rule. In a case where a 
petition is based on a failure to supply 
accounts and information, so that the 
petitioner is unable to tell whether or not 
there will be a surplus available for the 
contributories, he held that the petitioner 
is not bound to allege and verify on oath 
the statement that the company has 
surplus assets, when, by reason of the 
company’s own default, he is not in a 
position to tell whether that statement 
is true or false. Accordingly he ordered 
the company to pay the costs of the 
petition. 


Contract and Tort— 

Rectification where One Party Knows of 
the Other’s Mistake 

In A. Roberts and Co. Ltd. ». Leicester- 
shire County Council [1961] 2 W.L.R. 
1000, Pennycuick, J., had to consider 
whether a building contractor who had 
contracted with the council under the 
impression that the works were to be 
completed in 18 months was entitled to 
have the contract rectified to read 18 
months, when in fact it read 30 months. 
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The contractor claimed rectification 
on two alternative grounds: (1) that it 


was the common intention of the parties 
that the contract should include a period 
for completion of 18 months, and the 
period of 30 months was inserted under 
a common mistake; and (2) that the 
council could not be heard to say that it 
was not mistaken about the date for 
completion, since when it executed the 
contract it well knew that the contractor 
was mistaken about the date for comple- 
tion included in the contract, yet stood 
by and took no step to draw the con- 
tractor’s attention to his mistake. 

The judge found that the council did 
know that the figure of 30 months had 
been inserted, so that the first of the 
contractor’s alternative claims failed. 
As regards the second alternative, the 
Judge accepted the legal principle to be 
that, by what appears to be a species of 
equitable estoppel, if one party to a 
transaction knows that the instrument 
contains a mistake in his favour, but does 
nothing to correct it, he (and those 
claiming under him) will be precluded 
from resisting rectification on the 
ground that the mistake is unilateral and 
not common. He held that a party who 
claimed rectification in reliance on this 
principle must, as in any claim for 
rectification, prove his facts beyond 
reasonable doubt—a higher standard 
than the balance of probabilities usual 
in civil cases. He found that the con- 
tractor had discharged the burden of 
proof, and was accordingly entitled 
under the second head of claim to the 
relief of rectification. 


Miscellaneous— 

Mechanical Defect as Defence to Danger- 
ous Driving 

In Regina vy. Spurge [1961] 3 W.L.R. 23, 
it was argued that a mechanical defect 
in the brakes of a motor car exonerated 
the driver from a charge of dangerous 
driving. The defendant’s own account of 
the accident was as follows: he ap- 
proached a bend at 30 m.p.h., and on 
being warned by his passenger of its 
dangerous nature he decided to go round 
it at a snail’s pace; accordingly he 
changed down from third to second gear 
and applied his brakes somewhat 
vigorously ; the application of the brakes 
nearly wrenched the steering wheel out 
of his hands and pulled the motor car 
on to its wrong side of the road and into 
an oncoming vehicle in such a fashion 
that it was impossible for him to control 
it. He had noticed on a previous journey 
that the brakes had a tendency to pull 
to the right. 
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The Court of Criminal Appeal held 
that, just as a motor car may endanger 
the public because of some sudden over- 
whelming misfortune suffered by the 
man at the wheel—such as an epileptic 
fit or an attack by a swarm of bees— 
and the driver cannot then be held to be 
driving dangerously, so also a driver 
may be deprived of all control of his 
vehicle by the sudden manifestation of 
a mechanical defect which he did not 
know of and could not with the exercise 
of reasonable prudence have known of, 
in which case he will likewise be exoner- 
ated. The Court, however, added that 
such cases must be rare, and that this 
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was not one of them, for the driver knew 
in advance of the mechanical defect in 
question, and yet he continued to drive. 
This special defence will not be con- 
sidered unless it is raised by the accused. 
Once it has been put forward it must be 
considered with the rest of the evidence 
in the case. If the accused’s explanation 
leaves a real doubt in the mind of the 
jury, then they should acquit. If they 
reject the explanation, they should con- 
vict. Nevertheless, the burden of proof 
of this defence does not rest on the 
accused: once there is any evidence to 
support it, the burden lies on the 
prosecution to disprove it. 


An Accountant’s Guide 
to Recent Law 


ACTS OF PARLIAMENT 

Consumer Protection Act, 1961. Providing for 
protection in respect of goods bought as 
regards description and instructions for use. 
Court of Chancery of Lancaster (Amendment) 
Act, 1961. Jurisdiction of Court in respect of 
registered office of a company. 

Factories Act, 1961. Consolidating Acts of 1937 
to 1959 and certain other enactments. Finance 
Act, 1961. 

Land Compensation Act, 1961. Consolidating 
Act of 1919 and other enactments relating to 
the assessment of compensation in respect of 
compulsory acquisition of interest in land. 
Public Authorities (Allowances) Act, 1961. 
Amending conditions giving entitlement to 
payment of certain allowances. 

Small Estates (Representation) Act, 1961. 
Amending the law relating to applications for 
grants of representation for small estates. 


STATUTORY INSTRUMENTS 

No. 1183. Building Societies (Additional 
Security) Order. Adding three further classes 
of additional security which a society is 
allowed to take into account when making an 
advance. 

No. 1185. Patents (Amendment) Rules. 
Extending period in which a proprietor may 
apply for renewal. 

No. 1195. Foreign Compensation (Poland) 
(Debts) (Amendment) Order. Amendment 
relating to time at which status of certain 
persons shall be determined. 

No. 1196. Foreign Compensation (Poland) 
(Nationalisation Claims) (Amendment) Order. 
Similar amendment. 

No. 1202. Family Allowances, National Insur- 
ance and Industrial Injuries (Germany) Order. 
Giving effect to the Convention made with the 
Federal Republic. 

No. 1228. Chancery of Lancaster (Costs) 
(Amendment) Rules. Amending Rules as to 
taxation of costs. 

No. 199. Reciprocal Enforcement of Foreign 
Judgments (Germany) Order. Extending Act of 
1933 to judgments of superior courts of the 
Federal Republic and West Berlin and pro- 
viding for registration and enforcement of such 
judgments. 


No. 1237. Building Society (Amendment) 
Rules. Amending Schedule to Rules of 1959 
so as to prescribe particulars relating to 
certain kinds of additional security. 

No. 1282. Charities (Baptist, Congregational 
and Unitarian Churches and Presbyterian 
Church of England) Regulations. Enabling 
land belonging to a religious charity of which 
certain bodies are trustees to be sold without 
the necessity for an order of court. 


DECISIONS OF THE COURTS 

Charity 

Convalescent home for members of a trade 
union and home for aged poor retired members 
held not a charitable trust because members 
of the union were not a section of the public for 
the purpose of the rules as to charities. 

Re Meads Trust Deed. (2 All E.R. 836.) 


Conflict 
Whether a foreign judgment against a partner- 
ship is a final and conclusive judgment on 
which to found an action in England against an 
individual partner. 

Blohn v. Desser (3 All E.R. 1.) 


Husband and Wife 

Maintenance deed executed by parties to a 
marriage after decree nisi but before decree 
made absolute, by which husband covenanted 
to make payments for wife during their joint 
lives and for their two children until the age of 
sixteen, was not a post-nuptial settlement 
within Section 25 of the Matrimonial Causes 
Act, 1950. Appeal allowed by Court of Appeal. 

Y. v. Y. (T.N. July 25.) 


Com Purchase 
House bought by company and occupied rent 
free by employee as term of employment. Held 
not occupied as a private dwelling on construc- 
tion of Housing Act, 1957. 
G. E. Stevens (High Wycombe) Ltd. v. High 
Wycombe Corporation. (3 W.L.R. 228.) 


Tombola held in working men’s club not 
exempted by Section 4 of Small Lotteries and 
Gaming Act, 1956, since proceeds were paid 


into general funds of club, which was a mem- 
bers’ club, and thus each member derived a 
personal gain from them. 

Payne v. Bradley. (3 W.L.R. 281.) 


M 

Letter demanding repayment of mortgage in 

accordance with instrument of charge addressed 

by mortgagee to mortgagor six months after 

his death. Whether demand validly made. 
Barclays Bank Ltd. v. Kiley.(2 All E.R. 849.) 


Rating 
House of Lords held that a gallery was not 
exempt from rating, since provisions of trust 
deed did not confer such rights of user on the 
public as to exhaust any possibility of value 
to the corporation which was de facto in 
occupation. 

Kingston upon Hull Corporation vy. Clayton. 
(3 W.L.R. 497.) 


Restrictive Practices 
Restrictions in agreement between Newspaper 
Proprietors Association Ltd. and National 
Federation of Retail Newsagents, etc., held 
contrary to public interest. Injunctions made 
against the individual members of the federa- 
tion and against the federation restraining 
them from continuing the scheme. Court also 
forbade the setting up of a scheme for the 
establishment of a list of selling points of 
national newspapers. 

In re Newspapers Agreement. (T.N. July 28.) 
New agreement held not “to the like effect’’ as 
one of the restrictions in the old agreement 
already declared to be contrary to the public 
interest. 

In re Black Bolt and Nut Association. (T.N. 

July 28.) 


Trust 
Court had jurisdiction to approve arrangement 
which in effect revoked all the trusts of an 
English settlement in the event of the trust 
property becoming subject to trust of a settle- 
ment which would be recognised and enforced 
by some other jurisdiction. 
In re Seales Marriage Settlement. (3 W.L.R. 
262.) 
Bankers held liable to make good to trust fund 
a sum paid out in breach of trust in purported 
exercise of power of advancement conferred by 
settlement. 
In re Pauling’s Settlement Trusts. (T.N. 
July 7.) 
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The Student’s Columns 


THE INTERPRETATION OF ACCOUNTS—II 


PROFIT RATIOS 


LAST MONTH’S ARTICLE (ACCOUNTANCY, July, pages 450-3) 
mentioned the two profit ratios most commonly em- 
ployed by accountants: the ratios of gross and net profit 
to turnover. It is instructive to consider the behaviour of 
these ratios, but before this can be done it is necessary to 
make clear what is meant by the terms used. Let us 
consider first the case of a retail trader. Gross profit is 
then-computed along the following lines: 

Gross profit=Sales—Cost of sales 

or, alternatively: 
Gross profit=Sales—(Opening stock + Purchases— Closing 
stock) 


Ratio of Gross Profit to Turnover | 
The gross profit/turnover ratio will change for a variety 
of reasons. It is possible to divide such changes into 
true changes, involving alterations in circumstances, and 
changes brought about by fraud or error. Two relatively 
common forms of fraud involve the under-statement of 
stock-in-trade and the abstraction of cash takings before 
they have been recorded. Each would have the effect of 
reducing the ratio of gross profit to turnover below its 
true value, though the former would have the opposite 
tendency in the immediately following period. Unin- 
tentional errors are possible not only in connection with 
stock, but also in regard to purchases or sales. Unless 
there is a watertight system of internal control, there is 
always the possibility that goods will be included in stock 
when no account has been taken of their cost because 
the necessary invoice has not been received. ‘Similar 
difficulties may also arise in connection with sales. Such 
errors will obviously affect the ratio of gross profit to 
turnover, but in this article we are not primarily con- 
cerned with errors. Far more important are the changes 
in gross profit ratio brought about by variations in the 
pattern of business. . 

In order that we may have a few facts before us, 
imagine that the trading account for 1960 of Sugarloaf, 
a retail trader selling sweets and tobacco,. was as follows: 


of price increase started, shall we say, in the preceding 


SUGARLOAF 
Trading Account for the Year ended December 31, 1960 
£ 
Stock, January 1, 1960 1,200 Sales .. 10,000 
Purchases 8,200 
9,400 
Stock, December 31, 
1960 1,400 
8,000 
Gross profit, c/d. 
(20 per cent.) 2,000 
£10,000 £10,000 


Provided there is no change in the unit cost of the goods 
sold, their balance as between one type of goods and 
another, or their unit selling price, the gross profit to 
turnover ratio may be expected to stay constant. it will 
of course fall if there is any pilferage by staff or cus- 
tomers, or if any stock deteriorates and has to be writteu 
off or sold below its normal price. Changes in rates of 
tobacco duty (or purchase tax in the case of other trades) 
will affect the trading results if they are passed on to 
customers before their effects are felt by the trader. 

All this is fairly easy to understand. The effects of price 
changes are more difficult. To start with the simplest case: 
a straightforward increase of x per cent. in selling price 
does not increase the gross profit to turnover ratio by 
this amount. For instance, a 20 per cent. increase in 
selling prices would (if the sales mixture remained 
constant) make Sugarloaf’s gross profit £4,000 on sales 


of £12,000, that is 334 per cent., not 40 per cent. 


The Effect of Inflation 
Consider now the case of a business selling a single 
product at a standard price. Imagine that it sells precisely 


- 100 units each calendar month without fail, and that the 
cost of one .unit is £400 in January 1960, and rises by 


£10 each month throughout the year. This alarming rate 
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July, during which the price was £340. In January, 1960, 
the selling price of the product was £500 per unit. This 
too increased regularly month by month, from £425 in 
July, 1959, to £637 10s. in December, 1960. That is to say, 
the selling price was at all times 125 per cent. of the 
current month’s cost price. There was at all times a stock 
of 200 units, which is to be valued on a first-in first-out 
basis. What will be the ratio of gross profit to turnover? 

One could be forgiven for answering 20 per cent., 
since £25 on £125 is 20 per cent.; but that is not the 
correct answer, as is shown by the following trading 
account for the year: 


Trading Account for the Year 1960 
£ £ £ 
Stock, January 1, Sales: 
1960: 100 units at £500 
100 units at 100 units at £512 10s. 
£390 . 39,000 and so on to 
100 units at 100 units at £637 10s. 
£380 . 38,000 1,200 units at an 
—— 77,000 average of £568 15s. 682,500 
Purchases: 
100 units at £400 


100 units at £410 

and so on to 

100 units at £510 
1,200 units at an 


average of £455 each 546,000 
623,000 
Deduct: Stock, 
December 31, 1960: 
100 units at 
£500 50,000 
100 units at 
£510 51,000 
— 101,000 
522,000 
Gross profit (about 


160,500 
£682,500 


23.5 per cent.) 
£682,500 


A moment’s thought will show that £160,500 rep- 
resents: 


£ 
The anticipated mark-up on the goods sold: 
20 per cent. of £682,500 sa 136,500 
Plus: the increase in the value of the 
stock of 200 units: £ 
Value at December 31 101,000 
Value at January 1 77,000 
24,000 
£160,500 


In practice the problem is more complicated than this, 
because few companies adopt such a rational system of 
pricing. Most are willing to accept some price increases 
without passing them on, but eventually increase prices 
with a sudden jump. The policy of immediately passing 
on increases in prices is sometimes criticised on the 
ground that it provides an unjustified profit to the seller. 
This is not really so. If our hypothetical businessman 
were to distribute the whole of his net profit, he would 
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soon find himself extremely short of cash. The same 
quantity of stock stands in the balance sheet at December 
31, 1960, at £24,000 more than it did in January 1, 1960. 
Yet in real terms its owner is no better off. There is no 
“cash profit” out of which to pay the £24,000; it could 
be withdrawn only at the expense of the cash needed to 
run the business. Only by “earning” this extra profit, and 
then setting it aside to capital reserve, can the liquid 
position of the business be maintained. 

Figures may make this clearer. Imagine that the 
balance sheet of the business at January 1, 1960, was 
as follows: 


£ £ 
Capital . 250,000 Fixed Assets . 100,000 
Creditors 50,000 Stock .. 77,000 
Debtors . 100,000 
Cash at bank 23,000 
£300,000 £300,000 


and that the profits for 1960 are completely distributed. 
If there is no transfer to reserve and other items remain 
as before,* the balance sheet at December 31, 1960, will 
appear as follows: 


£ £ 
Capital . 250,000 Fixed assets .. . 100,000 
Creditors » 50,000 Stock .. . 101,000 
Bank overdraft 1,000 Debtors . 100,000 
£301,000 £301,000 


On the other hand, if only £136,500 were distributed, 
and £24,000 placed to capital reserve, the position 
would be: 


£ 
Capital and reserves .. 274,000 Fixed assets .. -. 100,000 
Creditors 50,000 Stock .. .. 101,000 
Debtors . 100,000 
Cash at bank 23,000 


£324,000 


£324,000 


Changes of Sales Mixture 

Important as these facts are, the effect of sales mix is 
even more so. Returning to the case of Sugarloaf, the 
retail trader selling sweets and tobacco and making a 
gross profit of 20 per cent. on sales—let us imagine, for 
the sake of simplicity, that he makes 25 per cent. on 
confectionery and 10 per cent. on tobacco. His sales 
must therefore be: 

Gross 


3334 
1,666% 


£2,000 


If his trade expenses (that is to say, the charges in his 


Tobacco: £3,3334 at 10 per cent. “~ 
Confectionery: £6,666% at 25 per cent. 


* The tendency for debtors and creditors to increase in amount 
in an inflationary period has been ignored, since it does not concern 
the matter primarily under discussion: the rate of gross profit. 
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July, during which the price was £340. In January, 1960, 
the selling price of the product was £500 per unit. This 
too increased regularly month by month, from £425 in 
July, 1959, to £637 10s. in December, 1960. That is to say, 
the selling price was at all times 125 per cent. of the 
current month’s cost price. There was at all times a stock 
of 200 units, which is to be valued on a first-in first-out 
basis. What will be the ratio of gross profit to turnover? 

One could be forgiven for answering 20 per cent., 
since £25 on £125 is 20 per cent.; but that is not the 
correct answer, as is shown by the following trading 
account for the year: 


Trading Account for the Year 1960 
£ £ £ 
Stock, January 1, Sales: 
1960: 100 units at £500 
100 units at 100 units at £512 10s. 
£390 . 39,000 and so on to 
100 units at 100 units at £637 10s. 
£380 . 38,000 1,200 units at an 
—— 77,000 average of £568 15s. 682,500 
Purchases: 
100 units at £400 
100 units at £410 
and so on to 


100 units at £510 
1,200 units at an 
average of £455 each 546,000 


623,000 
Deduct: Stock, 
December 31, 1960: 
100 units at 
£500 -» 50,000 
100 units at 
£510 51,000 
—— 101,000 
522,000 
Gross profit (about 


23.5 per cent.) 


£682,500 £682,500 


A moment’s thought will show that £160,500 rep- 
resents: 


£ 
The anticipated mark-up on the goods sold: 
20 per cent. of £682,500 sg 136,500 
Plus: the increase in the value of the 
stock of 200 units: £ 
Value at December 31 101,000 
Value at January 1 77,000 
24,000 
£160,500 


In practice the problem is more complicated than this, 
because few companies adopt such a rational system of 
pricing. Most are willing to accept some price increases 
without passing them on, but eventually increase prices 
with a sudden jump. The policy of immediately passing 
on increases in prices is sometimes criticised on the 
ground that it provides an unjustified profit to the seller, 
This is not really so. If our hypothetical businessman 
were to distribute the whole of his net profit, he would 
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soon find himself extremely short of cash. The same 
quantity of stock stands in the balance sheet at December 
31, 1960, at £24,000 more than it did in January 1, 1960. 
Yet in real terms its owner is no better off. There is no 
“cash profit” out of which to pay the £24,000; it could 
be withdrawn only at the expense of the cash needed to 
run the business. Only by “earning” this extra profit, and 
then setting it aside to capital reserve, can the liquid 
position of the business be maintained. 

Figures may make this clearer. Imagine that the 
balance sheet of the business at January 1, 1960, was 
as follows: 


£ £ 
Capital . 250,000 Fixed Assets . 100,000 
Creditors 50,000 Stock .. 77,000 
Debtors . 100,000 
Cash at bank 23,000 
£300,000 £300,000 


and that the profits for 1960 are completely distributed. 
If there is no transfer to reserve and other items remain 
as before,* the balance sheet at December 31, 1960, will 
appear as follows: 


£ £ 
Capital . 250,000 Fixed assets .. . 100,000 
Creditors 50,000 Stock .. . 101,000 
Bank overdraft 1,000 Debtors . 100,000 
£301,000 £301,000 


On the other hand, if only £136,500 were distributed, 
and £24,000 placed to capital reserve, the position 
would be: 


£ £ 
Capital and reserves .. 274,000 Fixed assets .. . 100,000 
Creditors 50,000 Stock .. .. 101,000 
Debtors . 100,000 
Cash at bank 23,000 


£324,000 


£324,000 


Changes of Sales Mixture 

Important as these facts are, the effect of sales mix is 
even more so. Returning to the case of Sugarloaf, the 
retail trader selling sweets and tobacco and making a 
gross profit of 20 per cent. on sales—let us imagine, for 
the sake of simplicity, that he makes 25 per cent. on 
confectionery and 10 per cent. on tobacco. His sales 
must therefore be: 


Gross Profit 
£ 
3334 
1,666% 
£2,000 


If his trade expenses (that is to say, the charges in his 


Tobacco: £3,3334 at 10 per cent. ‘ 
Confectionery: £6,666$ at 25 per cent. 


* The tendency for debtors and creditors to increase in amount 
in an inflationary period has been ignored, since it does not concern 
the matter primarily under discussion: the rate of gross profit. 
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profit and loss account) are £1,000, this will leave him a 
net profit of £1,000 (giving a net profit to sales ratio—or 
a P/S ratio—of 10 per cent.). 

What would be the result of a change in sales pattern 
so that his sales, whilst remaining the same in total, were 
made up of equal amounts of sweets and tobacco, the 
trade expenses remaining constant? 


£ 
Tobacco: £5,000 at 10 per cent. ‘ A 500 
Confectionery: £5,000 at 25 per cent. ve 1,250 


The rate of gross profit to turnover would fall by 24 
per cent. to 174 per cent., and that of net profit to turn- 
over would fall by a similar amount, from 10 per cent. 
to 74 per cent.—all because of a slight shift in sales 
pattern. 


Variations of Sales Volume 

Changes in sales volume have even more marked effects 
upon profit ratios. Imagine a manufacturing business, the 
1960 accounts of which are shown below. 

For the purposes of illustration it is assumed that costs 
can be divided into those which vary in proportion to 
volume (variable costs) and those which remain fixed 
regardless of changes in volume (fixed costs). It is hoped 
to discuss this problem further in a later article. 


BARLEYCORN LTD. 
Trading and Profit and Loss Accounts for 1960 


£ £ 
Manufacturing cost of Sales .. ie -- 100,000 
sales: 
Variable . 50,000 
Fixed 30,000 
Gross profit, c/d. 20,000 
£100,000 £100,000 
Administration, selling Gross profit, b/d. 20,000 
and distribution costs: 
Variable 10,000 
Fixed 5,000 
Net profit $888 
£20,000 £20,000 


Gross profit to turnover ratio is thus 20 per cent., 
whilst that of net profit to turnover (or P/S) is 5 per cent. 
A 20 per cent. fall in sales would reduce sales by £20,000, 
manufacturing costs by £10,000, and administration, 
selling and distribution costs by £2,000. Gross profit 
would thus fall by £10,000 to £10,000 (giving a ratio of 
gross profit to turnover of 124 per cent.) and net 
profit by £8,000 (giving a net loss of £3,000 and a profit 
to sales ratio of --3} per cent.)—truly alarming 
falls, bearing in mind the relatively small change in 
turnover. 

The reasons for such variations in profit would not be 
apparent from a set of accounts prepared in the normal 
way. It is only when fixed and variable costs are separated 
that their effects upon profits can be estimated at all 
clearly. 
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The Marginal Cost Approach 
Marginal costing enthusiasts develop a further profit 
ratio which they term the P/V (or profit/volume) ratio. 
This is computed as follows: 
Sales—Variable cost of sales 
P/V Ratio= Sales 
Since: 
Sales — Variable cost of sales =Contribution 
what is termed the P/V ratio is in fact the ratio of 
contribution to sales, not profit to sales. . 
Returning once again to the case of Barleycorn Ltd., 
that company’s P/V ratio may be computed as follows: 
.  £100,000—(£50,000 +-£10,000) 
P/V Ratio= £100,000 
Another useful ratio, which is as yet little used in this 
country, is that of fixed costs to sales, which for the sake 
of simplicity will be termed the FC/S ratio. 
FC/S Ratio— 
In the case of Barleycorn Ltd., the FC/S ratio is thus: 
£30,000 + £5,000 
£100,000 
It is now possible to relate the P/V ratio to the P/S 
ratio: 


=40 per cent. 


=35 per cent. 


P/S Ratio=P/V Ratio—FC/S Ratio 
P/S Ratio=40 per cent.—35 per cent.=5 per cent, 

Since, by definition, fixed costs remain fixed whatever 
the sales volume, the FC/S ratio falls with a rising sales 
volume and rises with a falling sales volume. A moment’s 
thought will show that it is halved by a doubling of sales, 
and doubled by a halving of sales. 

The fixed costs of Barleycorn Ltd. are relatively high 
in relation to its sales, and, what is perhaps more import- 
ant, the FC/S ratio is little lower that the P/V ratio. In 
fact, were sales to fall by a mere £12,500 (or 124 per 
cent.), the company would cease altogether to make a 
profit, and would break even, for at that point its FC/S 
ratio would be 40 per cent.: 


£35,000 40 
$87,500 Per cent. 


and its P/S ratio therefore 40 per cent. less 40 per cent.=nil. 


As already stated, accounts prepared in conventional 
form provide no indication of the relative importance of 
the fixed and variable components of cost. Some sort of 
estimate is, however, possible. Even the almost un- 
mechanised concern has some fixed costs in the shape of 
rent, rates, salaries and depreciation; and even the most 
highly mechanised has some variable costs. A retail 
grocer working on a gross profit of perhaps 10 to 12 per 
cent. cannot afford a FC/S ratio of more than, say, 8 per 
cent., if his business is to be profitable, whereas an 
almost automatic factory might prove highly profitable 
whilst still having a FC/S ratio of, say, 50 per cent. The 
main thing is to have some idea what to expect. A 20 per 
cent. increase in volume would not normally produce a 
30 per cent. increase in costs, for example. Were such a 
change found as between one accounting period and 
another it would obviously call for further enquiries. 
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IT IS AN acknowledged legal maxim that for income tax 
receivability without receipt is nothing. This does not 
apply to trade debts, because Section 137(i) of the 
Income Tax Act, 1952, prohibits the deduction of any 
debts not proved to be bad. It does, however, apply to 
interest and dividends. Thus, where an individual sold 
certain property to a company in consideration inter alia 
of a covenant by the company to pay him an annuity, 
and the company defaulted in part, it was held that the 
individual was liable to surtax only on what he had 
actually received, grossed up at the standard rate 
(Woodhouse v. C.I.R., 1936, 20 T.C. 673). If a covenantor 
cuts down payments under a deed of covenant to a 
relative, owing perhaps to a fall in his income, only the 
amount paid (gross) is deductible as an annual payment 
in arriving at his total income, and it is the sarne amount 
that goes into the total income of the recipient. If the 
arrears should be paid later, and if the covenantor had 
enough income to cover them in the years in which they 
were due, they will be related back to those years and the 
necessary adjustments of liability of both covenantor and 
covenantee will be made (see Re Sebright [1944] 2 All 
E.R. 547). But, should the covenantor’s income have 
been insufficient to cover the arrears, the payment would 
be within Section 170 of the Income Tax Act, 1952, and 
be treated as an annual payment in the year of assess- 
ment in which actually paid; it would also be a receipt of 
that year only in the hands of the covenantee. 

The effect on the rate of tax deducted is important. If 
the arrears can be related back—that is, treated as 
becoming due when as a matter of law they became due 
and not when in fact paid—tax is deductible at the rate 
in force when they were due (Section 169); but if in fact 
there was‘not income appropriate to the due dates, then 
Section 170 requires tax to be deducted at the rate in 
force at the date of payment. 


Illustration 
The will of a testator who died on April 1, 1957, directed 
that a payment of £500 per annum by way of annuity 
should be paid, less income tax, to B. The income avail- 
able was only £300, less tax, and this was paid yearly. In 
April, 1961, it was discovered that the deceased was 
entitled to the income from a trust and further income 
amounting to £1,000 a year (gross) was collected. The 
arrears of the annuity thus became payable. Income tax 
is deductible not at 7s. 9d. for all years, but as follows: 


RECEIVABILITY OF INTEREST PAID 
IN ARREAR 


Annuity Rate of Net amount 
arrears Tax Tax payable 
£ £s. d. 
1957/58 200 8s. 6d. 85 00 115 00 
1958/59 200 8s. 6d. 85 00 115 00 
1959/60 200 Ts. 9d. 77100 122 10 0 
1960/61 Ts. 9d. 77 100 122 10 0 


200 
For 1961/62 onwards the full annuity will be paid. 


The arrears become income of the beneficiary for the 
years in respect of which they are paid and, where 
relevant, supplementary repayment claims can be made. 

In the following example, it is assumed that the 
beneficiary was a single person over 65 years of age. 


(1) Original claims: The alternatives must be noted: 
(A) Small income relief 


1957/58 1958/59 1959/60 1960/61 
(a) Annuity 300 00 300 00 300 00 300 00 
(6) Exempt 2/9ths 67 00 67 00 67 00 67 00 
(c) Personal allow- 
ance (P.A.) 140 00 140 00 140 00 140 00 
(d) Taxable (a) — 
(6) — (©) 93 00 93 00 93 00 93 00 
Tax £60 at 2s. 3d. (is. 9d.) 
£33 at 4s. 9d. (4s. 3d.) 
14119 14119 33 
(B) Age relief, small incomes 
(a) 300 
(d) 4+x£50 4x£25 9/20x£25 9/20x £25 


=25 00 =12 100 =11 50 =11 50 


(C) Ordinary age relief 
As in small income relief. 
Small income relief would be chosen for 1957-58. Age relief, small 
incomes, for 1958-59, 1959-60 and 1960-61. 


1957/58 1958/59 1959/60 1960/61 
@6¢4 £44 
Tax on (a) 127100 127100 116 50 116 50 
Repayable 112183 115 00 105 00 105 00 
(2) Further claims: 
Ordinary age relief 
only available: 
Annuity 500 00 500 00 500 00 500 00 
Age relief 111 00 111 00 111 00 111 00 
P.A. 140 00 140 00 140 00 140 00 
Taxable 249 00 249 00 249 00 249 00 
£ 
60 at 2s. 3d. 6150 6150 (1s.94.) 5 50 5 50 
150 at 4s. 9d. 35126 35 12 6 (4s.3d.) 31176 31176 
39 at 6s. 9d. 13 33 13 33(6s.3d) 12 39 12 39 
249 55109 55109 49 63 49 63 
Tax on annuity 212 100 212100 193 150 193 150 
156 193 156 19 3 144 89 144 89 
Less: First payment 112 183 115 00 105 00 105 00 
Now repayable 4410 41193 39 89 39 89 
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The Institute of Chartered Accountants 


in England and Wales 


Meetings of the Council 


AT SPECIAL AND ordinary meetings of the 
Council held on Wednesday, August 2, 
1961, at the Hall of the Institute, Moorgate 
Place, London, E.C.2, there were present: 
Mr. P. F. Granger, President, in the Chair; 
Mr. P. F. Carpenter, Vice-President; 
Mr. J. Ainsworth, c.B.£., Mr. C. Percy 
Barrowcliff, Mr. W. L. Barrows, Mr. T. A. 
Hamilton Baynes, Mr. D. A. Clarke, Mr. J. 
Clayton, Mr. C. Croxton-Smith, Mr. E. 
Hay Davison, Mr. W. G. Densem, Mr. S. 
Dixon, Mr. W. W. Fea, Mr. J. Godfrey, Mr. 
G. G. G. Goult, Mr. J. S. Heaton, Mr. J. A. 
Jackson, Mr. H. O. Johnson, Mr. W. H. 
Lawson, c.B.E., Mr. H. L. Layton, Mr. R. 
McNeil, Mr. J. H. Mann, M.B.£., Mr. R. P. 
Matthews, Mr. Bertram Nelson, c.B.E., Mr. 
W. E. Parker, c.s.£., Mr. S. J. Pears, Mr. 
C. U. Peat, m.c., Mr. F. E. Price, Sir 
Thomas Robson, M.B.E., Mr. D. Steele, Mr. 
C. M. Strachan, 0.B.£., Mr. J. E. Talbot, Mr. 
A. H. Walton, Mr. V. Walton, Mr. F. J. 
Weeks, Mr. M. Wheatley Jones, Mr. E. F. 
G. Whinney, Mr. J. C. Montgomery 
Williams, Mr. R. P. Winter, c.B.£.,M.c., Mr. 
E. K. Wright, Sir Richard Yeabsley, c.B.£. 


Death of Mr. L. J. H. Noyes 

The Council received with deep regret 
the report of the death of Mr. L. J. H. 
Noyes, B.SC.(ECON.), F.C.A., the Secretary 
of the Taxation and Research Committee 
since 1954. 


Schedule E: Members’ Subscriptions to 
District Societies 

The Council is pleased to report that the 
applications to the Commissioners of 
Inland Revenue by the thirteen provincial 
district societies have now been approved 
for the purposes of Section 16 of the 
Finance Act, 1958. Accordingly the whole 
of the annual subscription paid to a district 
society by a member who qualifies for relief 
under that Section will be allowable as a 
deduction from his emoluments assessable 
to income tax under Schedule E. 


Committee on Higher Education (The 
Robbins Committee) 

The Council approved a memorandum for 
submission to the Committee on Higher 
Education in response to a questionnaire 
from the Committee. 


Chartered Accountants Trustees Limited 
The Council received and authorised publi- 
cation of the fourth report of the directors 
of Chartered Accountants Trustees Limited, 
together with the accounts of the company 
for the year to May 31, 1961, and the 
accounts for that year of the Chartered 
Accountants Retirement Benefits Scheme 
(CARBS) and the Chartered Accountants 
Employees Superannuation Scheme 
(CAESS). 


National Council for Quality and Reliability 
The Council has decided that the Institute 
shall become a constituent member of the 
newly formed National Council for Quality 
and Reliability set up by the British Pro- 
ductivity Council, and has appointed Mr. 
J. Clayton, F.c.A., as the Institute’s repre- 
sentative on that Council. 


City of London College 

The Council re-appointed Mr. P. F. 
Carpenter, F.c.A., to represent the Institute 
on the governing body of the City of London 
College for a further term of three years 
from March, 1961. 


Appointment to Committee 

The Council appointed Mr. E. F. G. 
Whinney to the Public Relations Com- 
mittee. 


Chairmen and Vice-Chairmen of Com- 
mittees 

The Secretary reported the appointment of 
the following Chairmen and Vice-Chairmen 
of Committees for the ensuing year: 


Disciplinary 
Chairman, Sir Harold Gillett; Vice- 
Chairman, Mr. T. A. Hamilton Baynes. 


Investigation 
Vice-Chairman, Mr. S. John Pears. 


Library 
Chairman, Mr. D. A. Clarke; Vice-Chair- 
man, Mr. J. H. Bell. 


Institute Staff 
Mr. M. C. Ashill, F.c.A., has been appointed 
an Under-Secretary as from August 1, 1961. 


Registration of Articles 

The Secretary reported the registration of 
75 articles of clerkship during the last 
month, the total number since January 
1, 1961, being 1,213. 


Admission to Membership 
The following was admitted to membership 
of the Institute: 


GREENSLADE, Davip JOHN, A.C.A., 21961; 15 
Aldersey Road, Guildford, Surrey. 


Fellowship 

The Council acceded to applications from 
eight associates to become fellows under 
clause 6 of the supplemental Royal Charter. 


Incorporated Accountant Member Becoming 
an Associate 

The Council acceded to an application from 
the following incorporated accountant 
member for election as associate under 
clause 6 of the scheme of integration 
referred to in clause 34 of the supplemental 
Royal Charter: 


TERENCE MARLEY, A.S.A.A., @1958; 
with Whinney, Smith & Whinney, 48 
Frederick’s Place, Old Jewry, London, 
E.C.2. 


Members Commencing to Practise 
The Council received notice that the follow- 
ing members had commenced to practise: 


ARCHER, WILLIAM ALAN, A.C.A., @1957; 
Waugh, Haines, Rigby & Co., 34 Castle 
Street, Hereford. 

Bacort, Peter JAMES CORNELIUS, A.C.A., 21960; 
Neild, Son & Lees, 47 Market Street, 
Manchester 1; also at Liverpool, Cook & 
Co. 

Baitey, Derek OSWALD, F.C.A., @51934; 
¢tPrice Waterhouse & Co., 3 Frederick’s 
Place, Old Jewry, London, E.C.2; for other 
towns see tPrice Waterhouse & Co. 

BENNIGSEN, COLIN FREDERICK GREGORY, 
A.C.A., @1958; A. J. Harper & Co., Finsbury 
Court, Finsbury Pavement, London, E.C.2. 


a indicates the year of admission to the Institute. 
aS indicates the year of admission to the Society of 
Incorporated Accountants. 
Firms not marked ¢ or * are composed wholly of 
members of the Institute. 
Against the name of a firm indicates that the 
rm, though not wholly composed of members of 
the Institute, is composed wholly of chartered ac- 
countants who are members of one or another of 
the three Institutes of accountants in 
Great Britain and Ireland. 
* Against the name of a firm indicates that the firm 
isnot wholly com of members of one or 
of the three Institutes of chartered accountants in 
Britain and Ireland. 
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Boup, DouGLaAs WILLIAM GEORGE, A.C.A., 
ai960; 138 Hicks Avenue, Greenford, 


Middx., and at London. 

BROADBENT, KEITH FOSTER, A.C.A., @1958; 
Firth, Stangroom & Co., 2 Albion Place, 
Leeds 1. 

CHRISTMAS, COLIN Roy GEORGE, A.C.A., 21957; 
“Rosemary,” 6 Gravetts Lane, Worplesdon, 
near Guildford, Surrey. 

CLARKE, SYDNEY HAROLD GEORGE, F.C.A., 
a1935; “Bramber,” Park Close, Walton-on- 
Thames, Surrey. 

Cooke, Eric RAYMOND, F.c.A., a@1950; G. W. 
Roberts & Co., 8 Moorgate Street, Rother- 
ham, Yorks. 

CORNWELL, CHARLES AUSTIN, A.C.A., @1961; 
Charles, Cornwell & Co., 4 Whitehall Court, 
London, S.W.1. 

Cox, BRYAN BEECHING, A.C.A., a@1956; 14 Forde 
Avenue, Bromley, Kent. 

CRAGGS, WILLIAM LEE, A.C.A., @1961; 6 
Hudson Road, Sunderland. 

Davies, MICHAEL FRANCIS, A.C.A., @1960; 
Wildash & Co., 7 Liverpool Terrace, 
Worthing. 

FELDMAN, HENRY Lewis, A.C.A., a1961; 
Henry L. Feldman & Co., 27 Chestnut 
Avenue, Canons Drive, Edgware, Middx. 

FORTUNE, STANLEY WELSH, A.C.A., @1956; 
Wm. Fortune & Son, Collingwood House, 
Church Square, West Hartlepool. 

GILLITT, BARRY, M.A., A.C.A., 21958; Daffern 
& Co., 29 Warwick Road, Coventry. 

GOLD, JACK, A.C.A., @21958; Trent, Raymond & 
Co., Morris House, 1-5 Jermyn Street, 
London, S.W.1. 

Happon, JAcK ALBERT, A.C.A., @51955; 
Waugh, Haines, Rigby & Co., 34 Castle 
Street, Hereford. 

HALL, Davip WILLIAM, B.A., A.C.A., @1956; 
Wm. Fortune & Son, Collingwood House, 
Church Square, West Hartlepool. 

Hewitt, JacK OSWALD, F.C.A., @1929; 
+Price Waterhouse & Co., 7 South Parade, 
Leeds 1; for other towns see ¢Price Water- 
house & Co. 

Horwoop, CoLtn GEORGE, A.C.A., a1959; 6 
Alexandra Terrace, Marlborough, Wilts. 
HuGuHes, RONALD FREDERICK, T.D., A.C.A., 
aS1957; D. A. Owen & Co., 21 The Parade, 

Leamington Spa. 

LANGFORD, DENNIS, A.C.A., 451956; 1 High 
Street, Chislehurst, Kent. 

Lees, EDWARD SEATON, F.C.A., @5S1935; 
Wagstaff, Lees & Co., Lloyds Bank Cham- 
bers, Castle Street, Salisbury, Wilts. 

LeGGe, INGRAM ALISTAIR THOMSON, A.C.A., 
a1960; Roberts, Legge, Hubbard & Co., 
3 Rumford Place, Liverpool 3. 

Levy, ALLEN LAWRENCE, A.C.A., 21960; Allen 
L. Levy & Co., 149 Clayhall Avenue, Ilford, 
Essex. 

MADELEY, JOHN RICHARD YORKE, A.C.A., 
a1961; H. M. Madeley & Co., Oxhill Court, 
202 Hagley Road, Edgbaston, Birmingham 
16. 

MARCHANT, LEON PHILIP, A.C.A., 21958; Trent, 
Raymond & Co., Morris House, 1-5 Jermyn 
Street, London, S.W.1. 

Mites, ANTHONY LLEWELLYN, A.C.A., @1960; 
20 Medfield Street, Roehampton, London, 
S.W.15. 

NEWTON, JOHN, A.C.A., @1961; 44 New 
Romney Crescent, off Scraptoft Lane, 
Leicester. 

Nossek, GEOFFREY NORMAN, A.C.A., 21961; G. 
N. Nossek & Co., 41 Wren Crescent, 
Bushey, Herts., and at Wembley. 

PARKINSON, CECIL EDWARD, M.A., A.C.A., 


a1960; West, Wake, Price & Co., 6 Broad 
Street Place, London, E.C.2. 

PayNeE, GORDON WALTER, A.C.A., @S1953; J. 
D. Caine & Co., 10 King Street, Blackpool. 
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QuemBy, COLIN JOHN, A.c.A., @1960; E. C. 
Barber & Co., Ibex House, Minories, 
London, E.C.3. 

Riper, MAurRICE GEORGE, A.C.A., a@1955; C. 
Percy Barrowcliff & Co., 68/70 Corporation 
Road, Middlesbrough, and at Leeds, 
Newcastle upon Tyne and Wakefield. 

RosBerTS, JOHN HILMER, A.C.A.,a@1960; Roberts, 
Legge, Hubbard & Co., 3 Rumford Place, 
Liverpool, 3. 

SHAaw, LEONARD WALTER, B.SC., F.C.A., 
aS1942; tPrice Waterhouse & Co., 3 
Frederick’s Place, Old Jewry, London, 
E.C.2; for other towns see fPrice Water- 
house & Co. 

SmiTH, Derek JOHN, A.C.A., aS1957; 1 Surgeys 
Lane, Arnold, Nottingham. 

SPENCER, WILLIAM JAMES GRAHAM, A.C.A., 
al956; *Rogers, Son & Spencer, Bank 
Chambers, 1 Bluecoat Street, Nottingham. 

SuTTON, BRIAN, A.C.A., @1960; *Davies, Sutton 
& Co., 9 Broadgate Avenue, Beeston, Notts. 

THuRSTON, (Miss) Ivy ELIZABETH, A.C.A., 
a1955; E. Watts & Co., 38 Victoria Street, 
London, W.1, and 108 Sandford Road, 
London, E.6. 

WILSON, ANTHONY, A.C.A., @1952; Price 
Waterhouse & Co., 3 Frederick’s Place, Old 
Jewry, London, E.C.2; for other towns see 
tPrice Waterhouse & Co. 

Woo.rson, Tony Ivor, A.c.A., @1960; 5 
Brentwood Drive, Gath , Cheshire. 


Re-admissions to Membership 

Subject to payment of the amounts required 
by the Council, one former member of the 
Institute was re-admitted to membership 
under clause 23 of the supplemental Royal 
Charter and one former member under 
bye-law 38. One application under clause 23 
was refused. 


Change of Name 

The Secretary reported that the following 
changes of name have been made in the 
Institute’s records: 


Passe, HARRY, to ALEXANDER-PASSE, HARRY. 

Stein, ANTHONY ROGER, to STONE, ANTHONY 
ROGER. 

Ware, JOHN Davin, to WARE, JOHN EGERTON 
Davi. 


Deaths of Members 

The Council received with regret the Secre- 
tary’s report of the deaths of the following 
members: 


CARCARY, WILLIAM ANNAND, J.P., F.S.A.A., 
Perth. 

Evans, Mrs. ELIZABETH MARGARET GWYNNE, 
F.c.A., London. 

Eyes, GeorGe IsAAc WILLIAM, F.C.A., Cran- 
brook, Kent. 

GwINNETT, WILLIAM BUTTON, F.C.A., Wolver- 
hampton. 

LALL, JAG MOHAN, B.A., F.C.A., Calcutta. 

Lioyp, EDGAR LLEWELLYN, F.S.A.A., Johannes- 
burg. 

MOssFORD, FREDERICK Roy, A.C.A., Newport, 
Mon. 

Noyes, JoHN HENRY, B.SC.(ECON.), 
F.C.A., London. 

PAGE, FREDERICK SPURGEON, F.C.A., Felix- 
stowe. 

PuiLuies, JOHN HAROLD, F.C.A., London. 

SmitH, Sir ALAN RAE, K.B.E., F.C.A., Wester- 
ham. 

SUMMERSCALE, NOEL TYNWALD, F.C.A., Paris. 

WELCH, THOMAS STANLEY, F.C.A., Chesterfield. 

WooDwWarD, ALBERT RATCLIFF, F.C.A., West 
Bromwich. 


1961 


Findings and Decisions of 
the Disciplinary Committee 


Findings and Decisions of the Disciplinary 
Committee of the Council of the Institute 
appointed pursuant to bye-law 103 of the 
bye-laws appended to the supplemental Royal 
Charter of December 21, 1948, at a hearing 
held on July 5, 1961. 


Overdue Subscriptions 

The committee heard 152 formal complaints 
preferred by the Investigation Committee, 
each to the effect that the member concerned 
had failed to pay within four months of 
January 1, 1961, the subscription then due 
and payable by him, so as to render himself 
liable to exclusion or suspension from mem- 
bership. 

In every case the committee found the 
formal complaint proved. 

The committee ordered that each of the 
twenty-two members whose names are set 
out below be excluded from membership of 
the Institute: 


BAXTER, ROBERT JAMES, F.C.A., 53 Grosvenor 
Road, Wanstead, London, E.11. 

BELL, ROGER FRANCIS, M.C., F.C.A., 159 New 
Bond Street, London, W.1. 

BIRCHENOUGH, ALLAN, F.C.A., The Cottage, 
South Pool, Kingsbridge, S. Devon. 

BouSsTEAD, RICHARD ALGERNON LYONS, F.C.A., 
Whitegates, Piccards Rough, Sandy Lane, 
Guildford, Surrey. 

Brown, Harry Boortn, F.c.A., 12 Rose Vale, 
Heald Green, Cheadle, Cheshire. 

Bury, RICHARD, A.c.A., 19 Queen Street 
Blackpool. 

Cook, Cecit ALFRED REED, F.C.A., 31 Lloyd 
Street, Manchester, 2. 

CRAWFORD, EDWARD WILLIAM, C.B.E., D.S.O., 
F.c.A., 114 Birchfield Road, Widnes, Lancs. 

Dae, Cyrit JOHN, F.c.A., The Bungalow, 
Nantwich Road, Audley, Stoke-on-Trent. 

DAVISON, WILFRED JAMES, F.C.A., 61 Fellside 
Road, Whickham, Newcastle upon Tyne. 

HALLIWELL, JAMES EDWARD THOMAS, F.C.A., 
The House on the Creek, Raymead Road, 
Maidenhead, Berks. 

Kipp, GEORGE, C.B.E., F.C.A., 2136 S.W. Marine 
Drive, Vancouver 14, Canada. 

Levers, GEORGE JAMES, A.C.A., 58 Baxter Gate, 
Loughborough. 

MITCHELL, DAvip CAMPBELL, F.C.A., P.O. 
Box H.G. 174, Highlands, Salisbury, S. 
Rhodesia. 

Owen, HERBERT, F.C.A., Lynwood, Pool Lane, 
Brocton, Stafford. 

Passer, HENRY MARCUS, F.C.A., 111 Hodford 
Road, London, N.W.11. 

Siuts-CREMER, HENDRICK JAN, F.S.A.A., P.O. 
Box 5188, Johannesburg, S. Africa. 

STANYER, ARTHUR GORTON, F.C.A., 93 Bute 
Street, Moston, Manchester, 10. 

STRACHAN, PHILIP SUTHERLAND, F.C.A., 18 
Darenth Road, London, N.16. 

SUTHERLAND, FELIX WILLIAM, F.S.A.A., Mtieni, 
Summit Road, Morningside, Johannesburg, 
South Africa. 

TALLACK, ERNEST JOHN, F.S.A.A., 9 Christ- 
church Road, Clifton, Bristol, 8. 

Wess, WILLIAM JACK, F.c.A., 11 Elms Way, 
Southbourne, Bournemouth. 


And the committee ordered that five 
other members be excluded from member- 
ship or, if the remittance the subject of the 
formal complaint be received on or before 
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July 31, 1961, that the member concerned 

be admonished and that in the event of 

admonishment there existed special circum- 
stances which justified the omission of the 
member’s name from the publication of the 

Finding and Decision. Four of the members 

concerned tendered the amount due within 

the period allowed and were admonished. 

The following member was excluded from 

membership on August 1, 1961: 

Loucn, LesTER TERENCE, F.C.A., 21 Norland 

_ Square, London, W.11. 

The committee further ordered that two 
other members be excluded from member- 
ship or, if the remittance the subject of the 
formal complaint be received on or before 
August 31, 1961, that in one case the mem- 
ber concerned be admonished and in the 
other case that no action be taken and that 
in each case if the remittance in question 
were received before August 31, 1961, there 
existed special circumstances which justified 
the omission of the member’s name from 
the publication of the Finding and Decision. 
Both of the members concerned tendered 
the amount due within the period allowed. 

In the case of the remaining 123 members, 
whose full subscriptions had all been 
tendered at the date of the hearing, the 
committee decided that twenty-nine be re- 
primanded and eighty-one admonished and 
that no action be taken against thirteen; 
the committee considered that there existed 
in 119 cases special circumstances which 
justified the omission of the names of the 
members from the publication of the Findings 
and Decisions. The following four members 
were reprimanded: 

CORNELIUS, JACK FREDERICK, F.C.A., c/o Orpen 
Motors (Pty) Ltd., 121 Roeland Street, Cape 
Town, South Africa. 

Exits, OSWALD NEALE, F.C.A., Equity House, 
Uplands, Swansea. 

FuLTon, GRAEME MACDONALD, A.C.A., C/O 
Carman & Bruce, P.O. Box 11, 22-24 Duke 
Street, Kingston, Jamaica. 

HAYNES, WILFRED ARTHUR, F.C.A., Director, 
Cooper, Webb, Jones & Co. Ltd., Stockwell 
Works, Bethesda, Bangor, Caerns. 


Chartered Accountants’ 
Golfing Society 


THE CHARTERED ACCOUNTANTS’ Golfing 
Society played its annual match against the 
London Students’ Golfing Society at the 
Berkshire Golf Club on July 18. 

The teams consisted of ten a side, singles 
being played in the morning and foursomes 
after lunch. The Chartered Accountants’ 
Golfing Society won by 10 matches to 5. 

Mr. J. B. Pittman, F.c.A., the President of 
both Societies, has presented a most 
attractive silver salver known as the Pittman 
Challenge Plate to be competed for annually, 
and he presented it at the close of the match 
to the winners. 


The Institute of Chartered Accountants 


in England and Wales 


Results of Examinations—May, 1961 


FINAL EXAMINATION 
Certificates of Merit and Prizes Awarded 


First Certificate of Merit, the Institute Prize and 
the W. B. Peat Medal and Prize 


Wiiuias, David John (C. G. Jolliffe), New- 
port, Mon. 


Second Certificate of Merit, the Walter Knox 
Scholarship and the Plender Prize for the paper 
on Advanced Accounting (Part I) 


Birp, Peter Ashby (J. P. C. Richardson), 
London. 


Third Certificate of Merit and the Plender Prizes 

for the papers on English Law (Part I) (equal 

with one other), English Law (Part IT) and Gen- 

eral Financial Knowledge, Cost and Management 
Accounting 


May, Robert Aron (M. E. G. Prince), London. 


Fourth Certificate of Merit 
Davies, David Peter Lloyd (R. H. Martin), 
Cardiff. 


Fifth Certificate of Merit 
Fiower, John Francis (G. Flower), London. 


Sixth Certificate of Merit 


’ DICKERSON, Peter James (R. T. Walters), 


London. 


Seventh Certificate of Merit and the Plender 
Prize for the paper on English Law (Part I) 
(equal with one other) 

Cos.ey, Garry John(A.G.J. Horton-Stephens), 

Brighton. 


Eighth Certificate of Merit 


Keat, Anthony George Joseph (D. A. Hug- 
gons), London. 


Ninth Certificate of Merit, the Frederick Whin- 
ney Prize and the Plender Prize for the paper on 
Advanced Accounting (Part II) 
CaFFYNn, Robert James Morris (G. E. Morrish), 

London. 


Ninth Certificate of Merit 
Henstock, Barry Anthony (J. M. Farraday), 
Bury. 
RICHARDSON, John (V. F. Brown), London. 


SUMMARY OF RESULTS 


Final Intermediate Preliminary 
Candidates successful .. J ae 693 944 71 
Candidates failed 805 1,012 144 
Candidates sat 1,498 1,956 215 


Twelfth Certificate of Merit 


SAUNDERS, Kenneth William John (J. F. 
Wreford), London. 


Thirteenth Certificate of Merit 
Rose, John William (L. H. Mitchell), London. 


List of Successful Candidates 


(The name shown in brackets is the name of the 
principal to whom the clerk has been articled. 
Where the name of the principal is not given the 
candidate is a former bye-law candidate of the 
Society continuing his qualifying service not 
under articles.) 


Assortr, D. V. (J. M. Dinwoodie), Newbury. 
ABRAHAMS, P. (E. D. Jehring), London. 
Apams, A. B. (P. G. S. Kiely), Reading. 
Apams, J. G. (H. E. Hann), London. 
Apams, P. R. (A. W. Bentley), London. 
ADEWAKUN, M. Gs. Morris), Manchester. 
Apey, A. J. (R. W. Covington), London. 
Au-Cuuen, D. (P. H. Smith), London. 
Alken, D. L. (M. W. Jones), Manchester. 
AIL.ey, D. H. (R. S. Glendinning), Bradford. 
Axvasi, A. B., London. 

AaM, K. M. R. (E. M. Ormrod), Liverpool. 
ALLAN, J. B. (F. V. Denton), Liverpool. 
ALLEN, H. M. C. (J. A. Edwards), Manchestet. 


Amorin, J. N. E. (J. Robinson), Newcastle 
upon 
ANDERSON, P. P. (A. G. Ray), Nottingham. 


+ 
Ww. (G. A. Morgan), Swansea. 
M. J. (F. C. S. London), London. 
Arora, S. C. (A. Feldman), London. 
C. (C. L. Woolveridge), London. 
ae G. E. (J. M. Farraday), Bury. 
. F, Terry), Brighton. 
M. Kirkman), Ripon. 
Ayew, J. (Ww. B. H. Vidgeon), Worthing. 
W. (P. 
D. 


F. Rendell), Bristol. 
G. W. Ballard), London. 
Bamey, A. A. F. B. Peach), Wolverhampton. 
BairpD, H. (J. F. Tyson), Morecambe. 
BALpwin, A. W. W. (R. H. Ashcroft), London. 
BALLANTYNE, I. S. (J. H. Sisson), London. 
BALLANTYNE, R. Y. (N. Rutter), Liverpool. 
Barber, L. J. (M. E. Askwith), London. 
Barnes, J. H. (E. J. M. Clarke), London. 
Barnett, M. (S. Cohen), London. 
BARNETT, R. M. (A. M. Fisher), London. 
BarreELL, M. A. C, (J. W. Margetts), London. 
BARRELL, M. L. (Miss), (G. A. H. Oliver), 
Abergavenny. 


| 
517 
4 
Bast. 
4 
Total 
1,708 
1,961 
3,669 


518 


Barwick, D. J. (W. E. Ridsdale), London. 
Basuroy, S. (F. S. Worms), London. 
BATCHELOR, J. E. (E. E. Hallam), London. 
Bates, P. (J. L. Hughes), Liverpool. 
Batty, C. J. (R. F. Gibson), Launceston. 
Batty, J. M. (K. W. S. Clark), London. 
BEAN, C. F. P. (Miss), (D. W. Carter), Kingston 
upon Thames. 

Beavis, J. R. S. (J. Birkett), Bristol. 
Beaz_ey, H. J. . (E. B. Palmer), London. 
Beprorp, T. A. J. (T. Bedford), Leeds. 
Be.L, J. G. (R. 's. Alexander), Nairobi. 
Be.t, N. A. C. (A. Piper), Chichester. 
BENFORD, P. T. (G. R. Porter), London. 
BENSON, N N. W. (W. R. Pugsley), London. 

B. K. ( 

( 


BeENTIL, M. D. Jacobs), London. 
Bercer, H. (F. 
BEeRMON, J. H. 


S. Young), London. 

(L. Goldwyn), London. 
BHASIN, C gs F. C. Marwood), London. 
BINGHAM, D.E . (G. R. Turner), Bradford. 
*Birp, P. A. (J. P. C. Richardson), London. 
Brey, J. K. (L. Ogden), London. 
BIRMINGHAM, M cee A.J. Morris), London. 
Bisuop, D. K. (R.H . Cromarty), Nottingham. 
BisHopP, “yg M. G. Harris), London. 


BLACKAH, J. H. (J. Jackson), Leeds. 
BLACKWELL, M . (G. R. Simons), Rotherham. 
BLAKENEY, J. S. (K. G. Winward), Watford. 


BLunrt, P. R. (R. C. Blunt), London. 
Bo.pero, M. H. A. (H. J. Impey), Thame. 
Botton, M. J. (P. D. Rabjohns), Worcester. 
Bootn, G. E. (E. R. White), South Shields. 
Booth, R. J. (J. Capey), Stoke-on-Trent. 
Boss, J. F. (W. Yarwood), Harrow. 
BouLbInG, J. E. (R. H. More), London. 
Bou Ton, B. C. (C. A. Bartlett), London. 
Boyp, L. R. (W. D. Corkish), Liverpool. 
Brapsury, G. L. (J. B. Martin), Liverpool. 
BRADING, L. W. (D. J. Kean), London. 
Brap.ey, P. (W. W. Atkinson), Newcastle 
upon Tyne. 
BRAMAN, G. J. (W. A. Richardson), Notting- 
ham. 
BRANCHDALE, H. G. (R. Kettle), London. 
BrANDWOOD, J. N. (J. B. Martin), Liverpool. 
BRATHERTON, R. (F. Cook), Liverpool. 
Brett, M. J. (K. Wilson), London. 
Brive, R. A. H. (H. G. Broughton), Guern- 
sey. 
BricGs, R. G. (K. G. Warriner), Leeds. 
BRIGHT, C. J. (A. W. Howitt), London. 
BriGut, D. N. (H. T. Wickham), Falmouth. 
BROCKINGTON, C. (J. A. Heacock), Birming- 
ham. 
BrockincTOoNn, R. B. (B. D. Scott), Birming- 
ham. 
Brooker, A. W., Wolverhampton. 
Brown, A. C. L. (W. E. Fitzhugh), London. 
Brown, B. W. (B. J. M. Boys), London. 
Brown, D. D. (W. A. Styler), Stratford-on- 
Avon. 
Brown, L. (J. S. Darwell), Blackpool. 
Bruscul, P. J. (P. B. MacHugh), London. 
Buck, J. F. (W. F. Page), King’s Lynn. 
BUCKLEY, C . N. (H. S. Widgery), Hereford. 
BUCKMAN, P. E. (E. F. Trew), London. 
BULLIVANT, T. W. (L. G. Davies), Liverpool. 
Burney, J. M. (R. A. Palmer), Northampton. 
Burrowes, C. J. (P. H. Plews), London. 
Burton, G. (C. Pearson), Liverpool. 
BUTTERWORTH, T. (N. J. Williams), Warrington 
Byrne, M. F. (N. L. R. Trounce), Manchester. 


*CaFFYN, R. J. M. (G. E. Morrish), London. 

CAMERON, E. M. (Miss), (B. I. Rainey), 
London. 

CANFIELD, G. T. (J. W. Alington), Chelmsford. 

Carsutrt, F. (G. F. R. Baguley), London. 


*See also Certificates of Merit on previous page. 
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Carter, D. A. (C. N. Baker), London. 
CaTTLey, F. D. G. (J. W. Pickard), London. 
CAULFIELD-GILES, M. (J. W. Williams), Cardiff. 
CHANDLER, L. G. (L. Jackson), London. 
CHAPMAN, R. J. (J. P. C. Richardson), London. 
CHIESMAN, D. W. R. (H. A. Astbury), London. 
CHRISTOPHER, C. M. (R. G. Walker), London. 
Cuuss, G. B. (H. G. Lewis), Southsea. 
Cuuna, Y. T. (W. B. S. Walker), London. 
CrarK, L. (J. Goodm nan). Liverpool. 
Crayton, E. H. (R. H. Wood), Bradford. 
CLEMENSON, D. ‘J. W. J. (K. W. Kyle), South- 
end-on-Sea. 
Coss, T. R., Leeds. 
*CosLey, G. J. (A. G. J. Horton-Stephens), 
Brighton. 
Cocker, R. A. (L. J. W. Gould), London. 
Coker, P. (J. P. Vallance), London. 
CoLeMAN, M. J. (R. Newstone), London. 
CoLeMaNn, S. A. (Miss), (J. D. Shepard), 
London. 
Co .uins, B. (N. H. Pattison), Newcastle upon 
Tyne. 
Coomss, L. B. (G. T. Schofield), London. 
Cooper, P. A. (J. D. French), Liverpool. 
Cooper, R. M. (J. oy F. Crowther), London. 
Corme, D. H. (E. F. Crossley), Manchester. 
Corr, J. R. (J. C. Davies), Wrexham. 
CosTAIN, P. J. (W. B. S. Walker), London. 
CowarpD, J. M. (C. R. Osborn), London. 
Cowarp, R. E. (E. R. Nicholson), London. 
CowLisHaw, A. R. (L. Shaw), Manchester. 
Cox, E. J. M. (J. R. Paramoor), London. 
CRESWELL, S. H. (F. G. Mellersh), London. 
Crookes, J. B. (C. H. Cockerill), Sheffield. 
Cropp, H. R. (A. P. Humphries), London. 
Crossy, N. T. (W. L. Gallant), Leeds. 
Cross, W. J. (formerly with A. M. Stray, 
deceased), London. 
Crosse, P. L. H. (J. H. Sisson), London. 
CrosTon, P. (J. Moore), Southport. 
Croupson, R. (W. Denham), Leeds. 
CULVERWELL, P. J. H. (G. R. Mackay), 
London. 
CummMInG, N. T. (S. V. P. Cornwell), Bristol. 
CUNNINGHAM, W. (F. S. Smith), London. 
Curtis, S. (A. S. John), Pontypridd. 


Dare, B. S. (G. B. Bunker), London. 

Davipson, T. J. (E. B. Orr), London. 

Davies, B. G. (W. V. Meacock), Newport, 
Mon. 

Davies, D. A. (N. T. Cox), London. 

*Davies, D. P. L. (R. H. Martin), Cardiff. 

Davies, M. (H. Tuckey), Birmingham. 

Davies, R. R. (C. R. Watson), Dorking. 

Davis, D. (S. Cohen), London. 

Dawson, D. H. M. (W. E. Beddington), 
Derby. 

D’Cruz, T. R. (N. N. Pampel), London. 

Deacon, M. A. J. (F. J. Snow), London. 

Deeks, D. J. A. (P. Pratt), Hastings. 

De ter, B. W. (J. V. Morris), London. 

DENCHFIELD, M. D. (L. D. Morse), London. 

Desal, K. G. (E. A. Charles), London. 


Dicey, C. R. (S. S. Primost), London. 
Dicker, S. S. (N. A. Cohen), London. 
*DIcKERSON, P. J. (R. T. Walters), London. 
T. (A. W. White), London. 
Dinc ie, L. R. (B. W. Vincent), London. 
Drxon, A W. (J. W. Glass), Liverpool. 
Dopnce, G. B. (D. G. Truscott), London. 
DonuuE, D. S. (T. H. Griffith), Slough. 
Dora, J. E. (D. E. Wood), Walsall. 


Douc as, P. (B. Green), Fleetwood. 

Downey, W. J. (H. A. Benson), London. 

Downs, B. (E. Chapman), Blackpool. 

Drake, K. J. (P. R. Hart), London. 

DrapKIN, A. (G. Magnay), Newcastle upon 
Tyne. 

Dry, G., Hull. 

DuNKLEY, D. M. (H. J. Robinson), London. 

Dunn, J. E. S. (F. L. Moulding), Sheffield. 


EASTMOND, D. G. (F. W. Charles), London 
Easton, P. A. (F. R. Strover), London. 
EDELMAN, J. (N. Tropp), London. 
Epwarps, A. C. (J. Taylor), Manchester. 
Epwarps, I. C. (G. M. Metcalf), Cardiff. 
EL-BauRANI, I-D. S. (W. G. James), Cardiff. 
E.es-HiLt, M. P. (S. W. C. Sprunt), London. 
Euuis, A. J. (A. Marshall), Mansfield. 
Evpuick, J. B. (D. M. Finlayson), Liverpool. 
E.woop, M. E. (H. Battye), Sheffield. 
EMANUEL, P. M. (H. S. Rose), London. 
Emery, J. R. (J. Wise), London. 

Evans, H. J. (1. Griffiths), Cardiff. 

Evans, M. R. (H. W. Andrews), Manchester. 
Evans, P. G. (P. Ewen), London. 

Evans, W. A. (London). 

Everitt, D. T. (B. C. Godfrey), Luton. 


FALk, H. R. (B. Halpern), Manchester. 
Farrow, F. C. (R. C. Copeman), Hull. 
Fern, E. A. (A. H. Smalley), Coventry. 
FERNANDO, C. F. (J. Berks), London. 
Fievp, J. R. (R. S. Yates), London. 
Frecp, P. J. (A. T. How), London. 
FIELDEN, D. S. (P. H. Palmer), Nottingham. 
FreLpen, M. (C. L. Fielden), Colchester. 
Frecper, W. H. (C. B. Fytche), London. 
Fisu, P. J. (E. C. Turner), Birmingham. 
FisHer, R. E. J. (C. U. Peat), London. 
FiaTtTo, K. A. (N. C. R. Nash), London. 
FLETCHER, J. R. (R. W. Cooke), Sutton Cold- 
field. 
*FLower, J. F. (G. Flower), London. 
Fiowers, J. (L. Hickson), Hull. 
Forp, L. J., Lincoln. 
FRANKLIN, L. G. (R. Fawcett), London. 
FREEMAN, J. A. (F. Pragnell), Nottingham. 
Fun, S. L. (C. A. Pocock), London. 
Furness, A. J. (E. R. Nicholson), London. 


GALLETTI DI CapDILHAC, A. D. (C. G. Hayes), 
London. 

Game, R. (R. J. Armstrong), Hitchin. 

GARSIDE, P. F. (R. S. Gordon), Manchester. 

Gay, B. (J. E. B. Barron), Winchester. 

GERMAIN, R. M. C. (N. Gledhill), Winchester. 

GERRARD, L. J. (R. A. C. Mordant), London. 

Guaurl, A. M. (E. Watkinson), Wigan. 

Guosu, S. M., Manchester. 

Gitsert, J. F. (P. T. G. Snuggs), Bourne- 
mouth. 

Gu, E. J. (S. E. Boler), Sheffield. 

Gui, J. (V. A. Bell), Manchester. 

G.assock, B. S. (T. H. Pawley), London. 

Gazer, D. (F. E. Ellis), London. 

GLOUCESTER-TROTMAN, R. J. (W. H. Wright), 
London. 

Go .pserG, H. (S. Berg), Southend-on-Sea. 

Go.ptHorpte, K. A. (J. Barrett), Leeds. 

Goopey, B. M. (W. H. Worth), Leicester. 

GoopmaNn, K. (A. L. Morell), Nottingham. 

Goopsir, G. S. (E. L. Pargeter), London. 

Gorpon, R. M. (J. P. Burnett), Southampton. 

Gorpon, V. (A. F. Pownall), Liverpool. 

GowaNnLock, J. R. (W. R. Johnson), Man- 
chester. 

GraHaM, A. J. M. (D. W. Robertson), 
London. 

GrRancer, C. F. K. (P. F. Granger), Notting- 
ham. 

Grant, R. (R. M. Lang), London. 
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By Order of the Receiver, C. E. M. Emmerson, Esq., F.C.A. 
Re: The Amwell Furniture Co. Limited. 


8/11, Goose Yard, City Road, E.C.1. 


HENRY BUTCHER & CO. 


are instructed to offer for SALE BY AUCTION, in LOTS, 
on TUESDAY, Sth SEPTEMBER, 1961, at ELEVEN A.M.., the 


WOODWORKING PLANT & MACHINERY 


including 
“DANCKAERT” 36” DOUBLE DRUM SANDER; “INTERWOOD” 
HYDRAULIC VENEER PRESSES; “DANCKAERT” THREE & FIVE 
CUTTER PLANERS & MOULDERS; BAND, CIRCULAR & CROSS- 
CUT SAWS; “RYE” TYPE 64 CLAMPING TABLES: BELT & DISC 
SANDERS; “INTERWOOD” TYPE SXL GLUE SPREADERS; H.S. 
ROUTERS; VERTICAL SPINDLE MOULDERS; D.E. Tool Grinders; 
Drilling Machines Belt Linishers; “DANCKAERT” STRAIGHT LINE 
EDGER; PLANING, TENONING & SCRIBING MACHINES; AIR 
COMPRESSORS; DUST EXTRACTION PLANT; Pressure Pot; Con- 
tainers; Flameproof Lamps; Extraction Fans; Benches; Fluorescent Light 
Fittings; Trolleys; Convector Heaters; OFFICE FURNITURE & EQUIP- 

MENT. 


Catalogues (when ready) may be obtained of: 
Messrs. JOSOLYNE, MILES & CO., Chartered Accountants, 28 King 
Street, Cheapside, London, E.C.2, and of 
Messrs. HENRY BUTCHER & CO., Auctioneers, Valuers & Surveyors of 
Factories, Plant & Equipment, 73 Chancery Lane, London, W.C.2. 
Telephone: HOLborn 8411 (8 lines) 


By Order of Messrs. Green Bros. (Brandon) Limited, who are discontinuing 
the Boxmaking Section of their Business. 


London Road, Brandon, Suffolk 
HENRY BUTCHER & CO. 


are instructed to offer for SALE BY AUCTION, in LOTS, 


at THE WORKS, on WEDNESDAY, 6th SEPTEMBER, 1961, 
at TWELVE NOON, the 


PLANT, MACHINERY & EQUIPMENT 


including 
“MATTHEW WYLIE” 8 to 10 TRACK OPEN BACK NAILING & 
CLEATING MACHINES; “MATTHEW WYLIE” GROVING, HOL- 
ING & SLOTTING MACHINES; “ROBINSON” TYPE XF 48° BAND 
RESAW; “WADKIN” CROSSCUT SAW BENCHES; DOWELLING 
MACHINES; “STENNER” TYPE V.H.42 BAND RESAW; 
“MATTHEW WYLIE” CORRUGATED FASTENER DRIVING, 
WIRING & STAPLING MACHINES; “ROBINSON” DOVETAILER; 
“FELLS” MULTI SPINDLE DRILL; “MATTHEW WYLIE” SINGLE 
COLOUR PRINTING MACHINES; Spray Booths & Guns; Fans; 
Stoves; “TELEFLEX” OVERHEAD CONVEYOR SYSTEM; Belt 
Conveyor & Conveyor Sections; Lifting Tackle; Pumps; “DANCKAERT’’ 
VERTICAL SANDING MACHINES; AIR COMPRESSORS; TIMBER 
TRAILERS. 


Catalogues (when ready) may be obtained of: 
Messrs. HENRY BUTCHER & CO., Auctioneers, Valuers & Surveyors of 
Factories, Plant & Equipment, 73 Chancery Lane, London, W.C.2. 
Telephone: HOLborn 8411 (8 lines) 
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‘TAXATION’ 


KEY TO 


PROFITS TAX 


SIXTH EDITION 


(Completely up to date including the Provisions 
of the Finance Act, 1960 with Supplement 


covering the Budget 1961 proposals) 
CLEAR 


CONCISE Many Practical Examples 


COMPLETE An instantaneous reference work 
on Profits Tax law and practice 


References to Acts and Cases 


ORDER FORM 
To TAXATION PUBLISHING 
COMPANY LIMITED 


98 Park Street, London, W1 
MAYfair 7888 


COPIES of ‘KEY TO PROFITS TAX’ 
at 13/4 post free 


Name and Address 


Remittance £& : d_ enclosed 
Date. (Accy/8/61) 


XXVii 
— 
pay. 

; 

12/6 price net 
13/4 
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Who says small businesses can’t be meckanised? 


Because a business is small, does it have to be 
laborious? Not now. For the man whose firm is 
not much more than a family-sized affair we 
introduce the Addo-X, a low-priced accounting 
machine that handles all book-keeping jobs con- 
siderably faster than brainpower and pen alone 
can manage. 

This means that small businesses can be kept 
in apple-pie order. Preparation of wage records 


is simplified. Invoices are handled daily. Ledgers 
are up to date. The company balance can be 
struck on the hour. And no one need burn any 
midnight oil. 

Expensive accounting machines need specially 
trained operators. The Addo-X doesn’t. You can 
learn how to use it yourself in a couple of hours. 
But if you’re too busy, the office boy can be 
promoted to the job. It’s that easy. 


FOR FURTHER INFORMATION CONTACT YOUR LOCAL REMINGTON RAND OFFICE,OR WRITE TO REMINGTON RAND LIMITED,REMINGTON HOUSE,65 HOLBORN VIADUCT, E.C.1. CENtral 1010 
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Siape, J. E. (A. E. M. Harbottle), Bristol. 

SMELLIE, K. G. (K. J. D’A. Mason), Birming- 
ham. 

Situ, A. C. (H. A. Snell), Bristol. 

Situ, A. T. (E. Walkden), Bolton. 

Smit, B. P. (H. E. Brown), London. 

Situ, E. (Miss), (R. C. Copeman), Hull. 

Smit, H. S. (S. Smith), Manchester. 

Smith, M. S. (E. W. Dowdy), London. 

Smith, P. D. (H. B. T. Wilde), Birmingham. 

Snow, G. B. (H. Peat), London. 

SNowDEN, D. J. (C. Long), Bradford. 

Soar, B. F. (F. V. Sinden), London. 

Sotomons, K. S. (E. H. Orford), London. 

SomekH, V. A. (Miss), (G. A. Weiss), London. 

SOMMERVILLE, A. J. C. (G. Place), East Grin- 
stead. 

Sovin, L. J. (H. Newman), London. 

Spence, D. (C. W. H. Jackson), Nottingham. 

Spisy, G. E. (D. W. Usher), Manchester. 

Spooner, I. G. (D. D. Williamson), London. 

Sprawson, D. A. (J. B. Burnie), Nottingham. 

STANILAND, J. J. (F. Fuller), Ripley. 

StTarsuck, G. (A. A. Bradshaw), London. 

Steab, P. V. (K. A. Fossey), Leeds. 

Steer, M. D. (J. F. Butlin), London. 

STEPHENS, M. (A. Ball), Manchester. 

STEVENSON, B. B. (J. F. Shuttleworth), London. 

Stew, D. J. (J. F. Ray), Oxford. 

Stewart, J. W. (J. Smalley), Manchester. 

Stewart, M. J. K. (N. G. Bascombe), Bristol. 

STIRLING, A. P. (W. H. Bevan), London. 

STIRLING, J. L. (A. D. Saward), London. 

Stone, G. R. (B. I. Freedman), Cardiff. 

Stone, I. M. (L. E. Brown), Cardiff. 

Stone, P. H. (T. L. Mylechreest), Douglas, 
T.o.M. 

STONEHOUSE, R. (R. G. Leach), London. 

STRAND, B. G. (A. B. Ramsden), Aylesbury. 

STRANGE, E. A. (W. G. Strachan), London. 

STRANGE, M. C. (J. O. Faulkner), Swindon. 

StTuTTAFORD, T. F. (A. R. Tyler), East Grin- 
stead. 

SuGARWHITE, J. (T. J. Newman), London. 

Swa tes, P. N. Q. (J. Taylor), Newcastle upon 
Tyne. 


Tan, C. C. (S. C. Selwyn), London. 

TAYLeR, R. J. (R. R. Coomber), London. 

Taytor, E. W. (P. R. Dallow), Birmingham. 

Tay.or, L. (A. A. Davis), London. 

TAYLor, M. G. (F. W. English), London. 

TELLING, R. C. (R. F. Cheeseman), London. 

TetLow, M. G. (formerly with C. N. Lee, 
deceased), Leeds. 

Tuomas, G. E. B. (F. W. Charles), London. 

Tuompson, G. E. (D. B. Ward), Newcastle 
upon Tyne. 

Tuomson, A. W. (E. R. White), South Shields. 

Tuomson, D. (J. T. Patterson), London. 

THOMSON, W. (Miss), (C. F. Bullworthy), 
Newport, I.W. 

THORNES, F. C. (F. Fox), Bradford. 

THORNTON, T. C. St. L. (B. Thomas), Sheffield. 

THRELFORD, D. G. (A. G. Warne), London. 


Titsury, D. K. (R. C. Methold), Worthing. 

TitimaNn, E. A. (A. D. Inglis), London. 

TINGLE, K. E. (E. Richmond), London. 

Tinker, G. B. (F. P. Fearnley), Leeds. 

TINWELL, G. (V. N. Strevens), London. 

Tite, A., Manchester. 

Tite, A. C. (K. C. Lindsay), London. 

TIZZARD, B. R. (R. G. Fox), Southampton. 

Torr, S. (M. Cooper), London. 

Toxson, N. (I. F. Halliday), Huddersfield. 

Town, G. V. (E. Eastwood), Bradford. 

Traynor, B. J. P. (B. I. Freedman), Cardiff. 

Trup, C. (C. V. Best), London. 

Tuxg, J. E. (C. R. Booth), Bradford. 

TURBERFIELD, D. (formerly with J. Gough, 
deceased), Dudley. 

Tur.ey, R. C. (G. W. Hunt), London. 

TURNBULL, J. C. (M. E. Hatch), London. 

TuRNER, The Hon. J. A. (F. W. Charles), 
London. 

Turner, S. R. (J. E. Park), London. 

Twena, E. N., London. 

Tyrer, P. G. (J. F. T. Nangle), London. 

Tyson, D. R. (W. B. Waite), Barrow-in- 
Furness. 

TyT Ler, R. M. (J. S. Darwell), Blackpool. 


Urtramort, V. (J. W. Walkden), Northampton. 


VAIDYANATHAN, V. (M. G. Miles), London. 
Vine, W. H. (G. A. J. Morris), London. 


Wapoicor, J. R. (J. R. N. Travis), Manchester. 
WappincTton, J. R. (E. H. Illingworth), 
Huddersfield. 
Wape, M. H. (P. Cross), Southampton. 
WAINWRIGHT, B. F. (H. L. Brown), London. 
WAKEFIELD, E. D. E. (O. W. Horne), Brighton. 
Wacker, D. (D. C. Brotherton), Manchester. 
Wa ttace, M. M. (H. J. H. Sisson), Newcastle 
upon Tyne. 
Wa tuts, J. R. A. (J. H. Rhodes), Leeds. 
Wa.os-ey, G. (F. W. Langley), Liverpool. 
WARBURTON, H., Manchester. 
Warp, A. D. (R. G. C. Horton), London. 
Warne, P. B. (A. G. B. Burney), London. 
Wartcuorw, I. S. (J. A. Deed), London. 
Watkins, P. G. (P. F. Carpenter), London. 
Wartr, J. (N. A. Hulme), Manchester. 
Watts, D. (Sir William Carrington), London. 
Watts, M. A. (D. G. Gordon), Bournemouth. 
Wess, H. W. (D. A. Thornley), London. 
We cu, P. J. (A. P. Roberts), Birmingham. 


WELLssury, M. W. (H. Cook), Wolverhamp- 
ton. 

WENBAN, J. K. P. (J. Stephenson), Peter- 
borough. 


West, D. W. (R. L. Emmitt), Sheffield. 

WHEATON, A. (Mrs.), (P. A. G. Mullens), Port 
Talbot. 

Whipp, J. A. (C. S. Moores), Exeter. 

Wuite, M. C. (Miss), (H. C. Hopkin), Cardiff. 

Waite, P. E. O. (J. H. Mitchener), South- 
ampton. 

Witcuer, C. D. (J. W. G. Mitchell), Bradford. 

WILpEN, B. M. (P. G. Walker), Warrington. 

WILKINSON, A. J. (J. Perfect), London. 

A. B., Cardiff. 

Witiiams, A. G. (H. F. J. Cadwallader), 
Welshpool. 

WituiaMs, D. A. (L. J. W. Gould), London. 

*WitiiaMs, D. J. (C. G. Jolliffe), Newport, 
Mon. 

WILuiaMs, P. M. (W. G. Kay), London. 

WituiaMson, R. R. (K. J. Hilton), South 
Shields. 

Wixus, D. H. (C. T. Aylen), Sunderland. 

Wixson, R. L. (H. J. Sargeant), West Hartle- 
pool. 

Wizson, W. A. (M. J. Jackman), London. 

Wirts, A. G. (H. Bolton), Leeds. 

Wooprorp, K. R. (L. Booth), Witney. 

Woops, M. W. (J. D. Hodgson), Launceston. 


‘ 
— 
i 


ACCOUNTANCY AUGUST 1961 


Worstry, R. C. (R. E. Wagstaff), Stevenage. 
Wynn, A. W. (R. Garner), Leicester. 
WywnniatTt-Husey, R. E. (I. R. McNeil), Hove. 


Yazal, R. J. (H. P. Nunes Vaz), London. 

Yeeves, M. T. (F. M. Kellett), Newcastle upon 
Tyne. 

YELLAND, A. P. (J. B. Worley), London. 

You, N. (J. E. Hughes), Liverpool. 

Youps, R. W. J. (C. O. Reay), Liverpool. 

Youna, R. L. M. (W. Broad), London. 

Yuen, D. S. M. (S. Cohen), London. 

Yute, A. H. (E. L. Kenworthy), Birmingham. 


ZauM, B. (E. W. Coleman), London. 


INTERMEDIATE EXAMINATION 
Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize and 
the Frederick Whinney Prize 


Stern, Richard Jonathan Beaver (W. T. 
Meigh), London. 


Second Certificate of Merit, the Robert Fletcher 
Prize and the Plender Prize for the paper on 
Book-keeping and Accounts (Limited Companies) 


MATTHEW, Philip Gregory (E. G. Lambard), 
London. 


Third Certificate of Merit, the Tom Walton Prize 

and the Plender Prizes for the papers on Taxation 

and Cost Accounting (equal with one other) and 
Book-keeping and Accounts (Executorship) 


Cripps, Brian Ernest (T. E. Dane), Manchester. 


Fourth Certificate of Merit 


Wituiams, John Edmund (J. O. R. Darby), 
London. 


Fifth Certificate of Merit and the Plender Prize 
for the paper on Auditing 


ELLINGTON, Richard Thomas Padfield (C. 
Romer-Lee), London. 


Sixth Certificate of Merit and the Flight- 
Lieutenant Dudley Hewitt, D.F.C., Prize 


Hmnpbie, Robert Keith (N. J. B. Smith), Man- 
chester. 


Seventh Certificate of Merit 
KeLty, Martin (E. C. Greenbury), London. 


Eighth Certificate of Merit and the Plender Prize 
for the paper on Taxation and Cost Accounting 
(equal with one other) 


Murritt, William Kay (F. K. Murfitt), Nelson. 


Eighth Certificate of Merit 
BarFiELD, Arthur Victor Harold (R. G. R. 
Sisson), Great Yarmouth. 
Tenth Certificate of Merit 
Musarave, Christopher Francis (J. C. J. Clark), 
Hove. 
Eleventh Certificate of Merit 
Nixon, John (P. Brook), Bradford. 


Twelfth Certificate of Merit 


VINCENT, John Antony (W. R. Middleton), 
London. 


Thirteenth Certificate of Merit and the Plender 
Prize for the paper on General Commercial 
Knowledge 


BarRneETT, Betty (D. G. W. Ballard), London. 


Thirteenth Certificate of Merit 


REYNOLDS, Lancelot Fitzgerald (A. T. How), 
London. 


Fifteenth Certificate of Merit 


Murray, John Howard (J. A. Cook), Stockton- 
on-Tees. 


Sixteenth Certificate of Merit 
Pratt, Edward John (K. G. Warriner), Leeds 


Seventeenth Certificate of Merit 
SHarpe, Guy William (C. D. Smith), London. 


Eighteenth Certificate of Merit 


Mortimer, Barry (B. D. Alexander), Maid- 
stone. 


Nineteenth Certificate of Merit 


Currig, Brian Murdoch (E. E. P. Maltby), 
London. 


Twentieth Certificate of Merit 
RICHARDSON, John (J. G. Holcroft), Bacup. 


Twenty-first Certificate of Merit 
BIRDSALL, Eric Graham (A. L. Braithwaite), 


Leeds. 
CreAMER, John Edward (J. H. Grove), London. 
Morris, Jeffrey Owen (B. E. Evans), Ponty- 
pridd. 


Twenty-fourth Certificate of Merit 


Paun, Rajnikant Jagjivan (F. S. Young), 
London. 

Rainey, Graham John Holmes (A. S. Maddi- 
son), Birmingham. 


Twenty-sixth Certificate of Merit 


Wax, Robert Jacques (S. M. Bickerton), Man- 
chester. 


List of Successful Candidates 


(The name shown in brackets is the name of the 

principal to whom the clerk has been articled. 

Where the name of the principal is not given the 

candidate is a former bye-law candidate of the 

Society continuing his qualifying service not 
under articles.) 


AARONBERG, P. (I. B. Paul), London. 

ABBASAKOOR, U. N. (T. J. Newman), London. 

ABDULLAH, M. (W. E. Thompson), Manches- 
ter. 

Asoperin, J. O. (E. C. A. Arnold), Hove. 

ABRAHAMS, N, L. (I. F. D. Hill), Liverpool. 

Ac.Loaug, D. (A. Beatton), London. 

ActTon-Browne, B. R. (R. O. Mcllwrick), 
Manchester. 

Apa, J. C. H. (K. G. M. Harding), Liverpool. 

Apams, J. T. (W. G. Adams), London. 

Apams, P. E. (R. Tunnard), Wisbech. 

Apams, R. A. (G. G. Goode), Birmingham. 

Apey, J. V. (L. F. Durman), London. 

Apry1H, E. O. (J. O. Magee), Chingford. 

AuHMeD, I. (R. M. Filer), London. 

AIKEN, J. (J. Wilkie), Newcastle upon Tyne. 

Atete, S. I. (M. G. Spofforth), Worthing. 

ALLaM, A. L. (Miss), (J. A. K. Collins), New- 
port, I.W. 

ALLELY, I. W. (G. W. Firkins), Birmingham. 

ALLEN, D. J. (B. E. Evans), Pontypridd. 

Amis, T. J. (D. B. Buick), London. 

Amin, J. S. (R. Marks), London. 

Anprewes, J. D. (M. B. Sarson), Oxford. 

ANGUAH-Boaro, B. C. (T. J. Newman), Lon- 
don. 

Ant, A. A. (N. C. Elliott), London. 
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ANSELL, P. D. (R. H. Nicholson), London. 
ARIARATNAM, N. (T. W. Selbey), London. 
Aries, E. (K. C. R. Trafford), Oxford. 
ARMITAGE, H. J. H. (S. A. Letts), London. 
Asu, D. A. (G. L. Guard), Stratford-on-Avon. 
ASHPOLE, G. W. (A. J. Lovatt), Peterborough. 
AsTILL, J. (M. H. Bradbury), London. 
ATKINSON, D. J. (T. D. C. Taft), Nottingham. 
ATKINSON, R. I. (R. D. Thomlinson), Carlisle. 


Bacon, R. M. J. > C. Dixie), London. 

Bacaotrt, M. (T. H. Mitchell), Manchester. 

Baaor, D. W. (R. M. Peat), London. 

Baitey, D. R. (Ww, L. Richardson), Birming- 
ham. 

Baines, P. (C. F. Savage), Warrington. 

Bairp, W. B. (C. H. Bruce), Hull. 

Baker, R. K. G. (R. G. Scott), London. 

BALL, C. J. (P. Clarke), Bolton. 

BALL, R. W. (T. A. H. Baynes), Birmingham. 

Bancrort, M. H. (L. D. Morse), London. 

Banks, J. L. C. (T. M. Carmichael), London. 

Barser, K. G. (A. C. Goddard), London. 

Barciay, A. R. C. (G. G. Youngs), Norwich. 

*BarFieLD, A. V. H. (R. G. R. Sisson), Great 
Yarmouth. 

Barker, J. R. D. (W. R. Jenkinson), Sheffield. 

*BarRNeETT, B. (Miss), (D. G. W. Ballard), 
London. 

BARNWELL, J. (C. F. Free), York. 

BarRABLE, C. M. (F. A. M. McDanell), 
London. 

BarTOoNn, E. (Miss),(W.G. Wallworth), Preston. 

Barwick, R. (W. S. Samuda), Worcester Park. 

Bawuagp, A. B. A. (S. D. Jacob), Birmingham. 

BAXENDALE, T. (H. G. Jenkins), Chester. 

Baxter, P. (J. D. Green), London. 

Beace, S. A. (H. Gompertz), Birmingham. 

BeamisH, R. E. de C. (G. Flower), London. 

Bearps, J. P. (R. H. Martin), Cardiff. 

Beit, A. M. (H. D. Waller), Newcastle upon 
Tyne. 

BELSHAW, B. E. (C. L. O’Callaghan), Notting- 
ham. 

Bennett, C. J. (E. H. Orford), London. 

BenneTT, D. S. (A. I. Wyborn), London. 

BENNETT, R. (R. Gronow), Wolverhampton. 

Berwick, G. R. G. (P. C. Rutland), Croydon. 

Bevan, B. C. W. (C. C. Bigg), London. 

Bititincs, R. A. (E. Lord), Birmingham. 

BINDLISH, R. K. (D. Warner), London. 

*BrirpsALL, E. G. (A. L. Braithwaite), Leeds 

Birt, S. J. L. (D. J. Ginnings), London. 

BisHop, E. R. (G. H. Jackson), Sutton. 

Bisuop, R. D. (E. B. Bate), Bristol. 

BLACKBURN, W. (S. W. Telfer), Newcastle upon 
Tyne. 

BLANCHARD, P. (A. S. Price), Leicester. 

BLAND, E. (T. D. Walker), London. 

BLAND, M. N. (I. L. Haffner), Manchester. 

BLAND, W. (J. H. Saunter), London. 

Boom, H. (T. A. Morton), London. 

BOLAND, W. (W. R. Antrobus), Bury. 

BoNHAM-CarTER, T. J. (J. T. Rutherford), 
London. 

Bonser, A. M. H. (N. E. Rees), London. 

Boon, P. R. (S. Fawcett), Salisbury. 

Boor, R. F. (D. Sirkin), Leicester. 

Booth, D. B. (S. Fawcett), Salisbury. 

Bootn, N. D. (N. Acomb), Keighley. 

Bose, D. K. (R. Y. Taylor), Manchester. 

BOTWRIGHT, R. N. (R. G. W. Walker), London. 

Boucuier, C. S. (J. C. MacGregor), Liverpool. 

Bowers, F. I. (Mrs.), (H. J. R. Roffe), Godal- 
ming. 

Bow er, M. D. (L. F. H. Jones), Lymington. 

BrartrHwalite, H. P. (J. W. Berriman), Middles- 
brough. 

Bravo, G. P. (S. Kriteman), London. 

Breen, G. C. (J. W. Walkden), Northampton. 

Brett, A. C. (H. Lemmon), King’s Lynn. 


*See also Certificates of Merit above. 
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BRICKELL, M. J. B. (F. C. Roy), Worcester. 
BrickHitLt, T. D. (H. B. Collett Smith), 
London. 
BRIGHT, R. C. (F. F. Leach), London. 
Bristow, A. L. (W. A. Hand), London. 
BROCKMAN, S. (F. W. Charles), London. 
Bropy, R. (I. L. Haffner), Manchester. 
Bropy, S. (H. A. Coates), Manchester. 
Brooks, F. C. (F. G. Peacock), London. 
Brown, B. A. (Miss), (F. G. White), London. 
Brown, D. (J. D. King), London. 
BROWNING, C. R. (T. B. M. Roberts), London. 
Brurr, P. F. J. (W. H. Shears), London. 
Brumn itt, D. (J. Christie), Huddersfield. 
BuckeTr, C. J. (C. R. Goulder), London. 
BuckLey, M. A. C. (G. Place), East Grinstead. 
Buck ey, T. R. Age H. King), London. 
BUCKWELL, P. L. Bloom), London. 
BuL.ey, A (G.A . Lillywhite), London. 
BURDEN, E. T. (H. G. P. Lewis), Southsea. 
BurreELL, J. E. (D. H. Peed), London. 
BurrIipGE, R. V. (H. C. M. Lewis), Eastleigh. 
Burton, G. C. (C. E. Peers), London. 
Busu, A. E. L. (B. J. Ketchlee), London. 
Busu, J. A. (L. D. Hayward), Liverpool. 
BuT er, C. J. (E. A. W. Gisby), London. 
BuTLer-Co D. F. (H. Wilcock), London. 
BuTTERWORTH, B. (P. Sheard), Huddersfield. 


CALVERT, P. M. (G. D. Hopkinson), Birming- 
ham. 
CAMBRIDGE, M. B. (K. C. Pearce), London. 
CAMERON, D. W. (C. I. Steen), London. 
CAMERON, N. A. (R. W. Whittaker), London. 
Camipce, M. E. (M. E. Roberts), Leeds. 
Camozzi, G. A. (G. N. Robson), Newcastle 
upon Tyne. 
CAMPBELL, P. E. (G. B. Judd), London. 
Campion, H. J. A. P. (J. E. Borrett), London. 
Campion, S. P. (C. A. Chapman), London. 
Carr, B. M. (H. J. H. Greenacre), London. 
CaRROLL, R. E. (F. C. Smailes), Bristol. 
CARTWRIGHT, A. R. (J. D. Jasper), Cradley 
Heath. 
Carver, W. G. (T. H. Parker), Manchester. 
Casz, W. F. (A. H. Pickavance), St. Helens. 
CASHMAN, S. (B. M. Smith), London. 
CASTLETON, T. D. (J. T. Corbett), London. 
CATTERALL, A. H. (L. D. Hayward), Liverpool. 
CuHaMspers, C. (E. Adams), Bradford. 
Cuan, R. S. H. (Miss), (B. Garbacz), London. 
CHARLES, D. W. (P. D. Webb), Manchester. 
CHARLTON, P, J. (R. B. de Zouche), Liverpool. 
CHARLTON, W. (T. S. Milburn), North Shields. 
CHIPPINGTON, J. M. (W. E. Carnelley), London. 
CurisTLieB, J. A. (C. E. M. Emmerson), 
London. 
CLAPHAM, M. D. (D. H. Lewis), Wolver- 
hampton. 
CriarK, A. M. (H. C. M. Lewis), Eastleigh. 
CiarK, J. W. (J. E. MacSwiney), London. 
CxiarK, T. C. (A. E. C. Hartnell), London. 
CLaRKSON, H. W. (G. A. Ascough), Leeds. 
CLEAVER, J. A. (C. C. Bigg), London. 
CLEMENTS, F. J. G. (L. Davies), Wolver- 
hampton. 
Costey, K. (W. G. Adams), London. 
Cock, A. C. (J. S. Pollard), London. 
CockraM, P. (K. McN. Black), Matlock. 
CocksHaAw, W. R. (B. Ward), Huddersfield. 
Coreg, A. J. (F. B. Proctor), London. 
Coxuier, N. J. (H. B. Bradfield), Nottingham. 
Cotims, D. H. (T. W. E. Booth), Manchester. 
Co.uins, J. D. (N. Foulger), London. 
COLLISON, B. A A. H. Baynes), Birmingham. 
Co.ium, H. . J. D. Corsan), London. 
a (A. E. Bayliss). London. 
A. T. Matheson), London. 


. D. Wardle), London. 
“(R. N. D. Langdon), London. 
. A. Clark), London. 

. Pinder), Epsom. 
Cook, R. F. W. (C. K. Frost), Leeds. 


Coomss, M. J. (Miss), (M. Mannington), 
London. 
Cooper, R. E. B. (F. L. Gower), Ipswich. 
Copestick, A. R. (K. W. G. Webb), London. 
Corne.ius, A. J. (F. A. H. Skinner), London. 
Corne ius, P. (G. J. Simler), London. 
CORSCADDEN, J. A. B. (E. Corscadden), Wake- 
field. 
Coveney, R. H. (F. E. Wood), Manchester. 
Cow ey, M. K. (Miss), (S. P. Smith), Burnley. 
CowpertTHwalte, J. L. (E. R. Nicholson), 
London. 
Cox, R. B. (J. C. Howard), London. 
Craic, J. S. (H. J. Gittoes), Birmingham. 
CRAWFORD, B. V. (P. Pratt), Hastings. 
CRAWFORD, P. F. (E. Catherall), Chester. 
*CREAMER, J. E. (J. H. Grove), London. 
Crinks, F. W. (J. E. Squires), Cambridge. 
*Cripps, B. E. (T. E. Dane), Manchester 
Critcu.ey, D. W. (T. F. Alston), Manchester. 
CRITTENDEN, P. J. (M. E. Riddelsdell), London. 
Crossy, N. (A. H. Smith), Spalding. 
Crowuurst, J. H. (M. St. A. Moore), London. 
CROxTON, F. F. W. (S. H. Cooper), Wallington. 
Crupen, C. A. (E. J. Woodhams), London. 
Crush, J. A. (C. E. Kendall), Portsmouth. 
Cruze, B. (P. J. Digby), London. 
CuLLEN, J. S. (M. N. Shaw), Dewsbury. 
*CurRIE, B. M. (E. E. P. Maltby), London. 
CUTHBERT-SMITH, P. L. (W. Mc.D. Morison), 
London. 


Date, V. G. (D. F. Pratten), Swansea. 

DALLIson, M. T. (C. Romer-Lee), London (The 
Plender Prize for the paper on Book-keeping 
and Accounts (Partnership). ) 
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Newman, M. J. (N. Brett), London. 

Newsome, T. J. (J. Redshaw), Leeds 
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Newton, J. P. (J. M. Fendley), Carlisle. 
NicuHo s, B. F. (P. G. S. Kiely), Reading. 
*Nrxon, J. (P. Brook), Bradford. 

Noakes, J. (K. Johnson), Leicester. 

Nock, L. (C. R. Cooke), Birmingham. 
Norsury, D. S. (J. S. Goodare), Birmingham. 
Norsury, J. F. (H. McCreery), Manchester. 
Norman, B. D. (E. G. J. W. Kent), Colchester. 
Norton, J. L. (J. W. Clement), London. 


Oates, W. (J. Fearnside), Bradford. 
O’CALLAGHAN, M. H. D. (E. E. Ray), London. 
O’CoNNOR-FENTON, T. P. (E. Heginbotham), 
Nottingham. 
O’Drisco.t, B. T. (J. A. Don Fox), London. 
Ocsunusu, V. U. (I. M. Morris), Manchester. 
O’KELLY, E. B. (J. O. Elphick), London. 
Ox.puHams, W. C. (D. B. Buick), London. 
Ouiver, A. L. (C. J. Hayward), Reading. 
O’MeEarA, R. B. (T. B. Story), Nairobi. 
OPENSHAW, J. D. (J. H. Whyte), South Shields. 
Orme, D. C. (R. A. Stevens), Wolverhampton. 
Osporne_e, W. L. F. (R. H. Martin), Cardiff. 
OsmonD, P. R. V. (A. H. Farquhar), London. 
Ot ey, T. R. (S. J. Pears), London. 
OverToN, J. S. (W. G. Densem), London. 
Owen, T. (W. L. Jones), Llandudno. 
Ox ey, W. (S. H. Buxton), Manchester. 


Papmorg, P. S. (G. M. McColl), Southampton. 
Paumer, J. A. (P. B. Norledge), London. 
PARNELL, M. K.(M. V. Vaughan), Portsmouth. 
PasquiL_, J. H. (R. Walton), Leeds. 

Pate, M. U. (S. M. Lever), London. 

PaTEL, P. C. (K. C. Taylor), London. 

PAuL, C -% (F. W. Charles), London. 
Pau, R. S. (J. C. Howard), London. 


PAULDING, R. J. (G. Ford), Bournemouth. 
*Paun, R. J. (F. S. Young), London. 
Pavey, K. (A. J. Benjafield), Wells. 
Pavey, K. H. (C. F. Horton), Maidstone. 
Peacu, J. M. (F. B. Peach), Burton-on-Trent. 
Pearce, D. G. (W. F. Curtis), Exeter. 
Pearce, J. B. N M. (Sir Wentworth Rowland), 
London. 


Pearse, L. F. (H. Greenwood), London. 

PeEEDELL, I. R. (S. E. Clark), Oxford. 

Peet, D. E. I. (D. Peel), Elland. 

Peirson, J. J. (S. G. Moss), London. 

Perera, O. (D. Garrett), London. 

Perkins, J. T. (H. L. Bangham), Swansea. 

Puivip-SmiTH, J. P., Alton. 

Puiutrs, B. C. (W. B. S. Walker), London. 

PICKTHALL, T. (C. B. Fytche), London. 

Picot, A. C. (D. E. Picot), Jersey. 

Pieris, P. I. (A. W. Coleman), London. 

Pitcu, H. S. (D. L. Evans), London. 

Pitcuer, D. R. (D. E. Brewster), London. 

PILLinG, T. L. H. (W. F. Radford), London. 

Pinper, J. G. (A. S. Watson), Southampton. 

Prrt, J. R. (G. R. Fry), London. 

Pittock, J. (B. London. 

PoLtarD, A. M. W. (D. F. R. Baguley), 
London. 

POLLARD, J. W. (C. A. Noy), Nottingham. 

POLLOCK, J. C. (J. D. Green), London. 

Poo e, J. C. (D. B. Stretton), Freshwater, I.W. 

Poo R. G. James), Cardiff. 


nS . G. (J. Portergill), Banbury. 
PoskiTT, R T.. S. Bolton), Leeds. 
Pott, H. B. (A. Cunningham), London. 


Pott, M. W. R. (N. B. Danbury), London. 
Ports, L. (H. A. F. Brookes), Liverpool. 
Powe LL, J. J. (T. H. How), London. 

PowELL, R. A. (W. E. Dewdney), Bristol. 
Powva La, K. M. (R. S. Gordon), Manchester. 
*Pratrt, E. J. (K. G. Warriner), Leeds. 
Pratt, M. N. hy E. Hard), Southend-on-Sea. 
Prescott, C. R. (L. C. Hillier), Bromley. 

. F. Leach), Bristol. 
Primrose, S. U. (K. H. Moss), Coventry. 
ProwTInG, K. D. J. (R. H. Jarritt), Bristol. 
PuLuina, S. A. C. (D. H. Ortmans), London. 


PurceLL, P. J. (H. G. George), Cardiff. 
QuesteD, R. J. (R. G. O. Rew), Horsham. 


RAHMAN, S. (D. H. Hodkin), London. 
*Rarney, G. J. H. (A. S. Maddison), Birming- 
ham. 
Ragan, D. G. (R. Francis), London. 
RanpbaG, A. G. (M. R. G. Cory-Wright), 
London. 
RAPHAEL, D. H. G. (M. St. A. Moore), London. 
RATNAYAKE, S. (P. J. Y. Jehring), London. 
Ratrray, J. S. (J. L. Stevenson), London. 
Rawse, J. M. (P. C. Cardno), Bradford. 
Ray, T. (R. W. C. Dunn), Birmingham. 
Recorp, A. (E. R. Nicholson), London. 
Reppy, J. G. (J. S. Pollen), London. 
Rees, J. B. (A. G. B. Gunn), London. 
Reeve, J. W. (E. H. King), Birmingham. 
Reveres, M. B. (J. M. Walker), London. 
*REYNOLDS, L. F. (A. T. How), London. 
*RICHARDSON, J. (J. G. Holcroft), Bacup. 
RICHARDSON, M. A. (J. D. Liggatt), London. 
RICHARDSON, P. (N. Green), Sudbury. 
Ricues, M. J. (G. A. Riches), Norwich. 
Ricuincs, A. K. (W. G. Miller), Newcastle 
upon Tyne. 
RipsDALe, C. H. (R. G. B. Booth), Southamp- 
ton. 
Rey, J. R. (R. S. Longcroft), London. 
Rincrose, N. J. C. (E. D. Macmillan), London. 
Roach, G. L. (S. C. Mallett), Birmingham. 
Roserts, A. J. (L. H. Davies), London. 
Roserts, C. J. (J. R. Baker), London. 
Roserts, D. (H. C. Mounsey), Liverpool. 
Roserts, J. A. (B. E. Basden), London. 
Roserts, R. T. H. (S. W. Percival), London. 
Rosinson, B. (T. Davies), Bridgend. 
Rosinson, G. N. (W. E. Roe), Newport, Mon. 
Rosinson, G. P. (M. A. Wren), Southend-on- 
Sea. 
Rocers, M. J. (J. B. Steed), Newport, I.W. 
Rose, R. D. (S. E. Moss), East Molesey. 
Ross, S. H. (L. Lavy), London. 
Rosser, T. D. B. (W. G. Jones), Llanelly. 
Rupee, B. A. (P. J. Garland), Birmingham. 
Rupoeg, S. B. (E. J. R. May), London. 
RusuTon, R. F. (J. M. Gilliat), Manchester. 
Russe, H. B. (M. S. Josephs), London. 
RusseL_-Davis, N. G. A. (H. W. Bagge), 
London. 
RYALLs, D. (N. D. Taylor), Sheffield. 


SACKMAN, A. (H. Shindler), London. 
SakuujA, H. (C. A. Smith), London. 
SALaMarT, S. S. (B. E. Basden), London. 
SaLT, G. K. (J. D. M. Corbett), Chester. 
Sater, J. A. (Miss), (D. H. Dunn), Exeter. 
Sampson, T. H. M. (J. K. Robinson), Working- 
ton. 
SamupA, K. W. (W. S. Samuda), Worcester 
Park. 
Saunpers, C. (W. D. Williams), Great Mal- 
vern. 
Sawyer, J. L. (H. J. Cotterill), Derby. 
Scott, A. A. L. (J. D. Sadler), Macclesfield. 
Scott, H. A. (W. J. L. Clarke), London. 
Scott, P. S. (J. W. Skelsey), London. 
ScruTTon, H.G.(C. G. W. Blathwayt), Bristol. 
SEAMAN, M. J. (D. Armitage), Pontefract. 
Seppon, R. J. (R. B. Jones), Colwyn Bay. 
Sexa, O. T. K. (L. I. Finn), London. 
SENNETT, B. R. (A. N. Bass), London. 
Sever, I. G. (E. J. Woodhams), London. 
*SHARPE, G. W. (C. D. Smith), London. 
SHarrock, D. H. (E. Hodgkinson), Accring- 
ton. 
SHARVATT, J. (C. E. M. Emmerson), London. 
Suaw, J. L. (A. B. Ramsden), Aylesbury. 
SHaw, T. R. (C. G. Johnston), London. 
Suaya, S. (S. Sharpe), London. 
Sueiku, M. I. (P. H. Wayne), London. 
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British College of Accountancy 


No other College offers such a highly organized and generous Tutorial Service for the 
Accountancy Examinations as that provided by the ‘B.C.A.’ It has a record of Consistent 
Success which is the natural result of unstinted and personal attention. 


Since the foundation of the ‘B.C.A.’ in 1919 its Students have secured more than 
28,000 Successes, including more than 800 Honours with more than 120 First Places. 


TURN FAILURE INTO SUCCESS 


with an 
EFFECTIVE REVISION COURSE 


One of the most appreciated features of the ‘B.C.A.’ Tutorial System is the provision of 
a specially prepared Revision Course which is available to non-members of the College 
at moderate inclusive fees for the Intermediate and Final Examinations. This invaluable 
service includes: 


4. The Famous ‘B.C.A.” Pre-Examination 
Programme in respect of all subjects. 


5. Attendance at London and/or 
Provincial Lectures. 


1. Complete and authoritative Study 
Notes in all subjects. 


2. A series of specially prepared Tests 
for working and submission to the 
College Examiners and, 


3. Full Model Answers thereto. 6. The College magazine ‘Zest’. 


To: The British College of Accountancy (B.C.A. Ltd.) 
20 Milton Road, Harpenden, Herts. 


1961 

Please forward a copy of the College Prospectus and details of the inclusive Revision 
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ARE YOUR 
CLIENTS USING 
TAX RESERVE 
CERTIFICATES? 


Tax Reserve Certificates are a useful 
way of lessening the burden of lia- 
bility for Surtax, Profits Tax, Income 
Tax (except P.A.Y.E.) and Land Tax. 
They can be bought in large or small 
amounts as and when is most con- 
venient—and they earn taz-free 
interest. 


Tax Reserve Certificates are now 
available in £5 or multiples of that 
amount, and provided they are used 
in payment of tax they earn tax-free 
interest at the rate current at the 
date of issue. Over the past twelve 
months this rate varied between 2} 
and 3!%, the equivalent of £4. 1s. 8d. 
to £5. 14s. 3d. per cent, less income tax 
at 7s. 94. The higher the rate of tax 
paid the greater is the effective yield. 
Changes in the rate of interest are 
announced in the London Gazette. 


Most banks can provide detailed pros- 
pectuses and subscription forms. These 
can also be obtained from Inland 
Revenue Offices of H.M. Inspectors of 
Tazes and Collectors of Taxes or from the 
Bank of England, Loans Office, 2 Bank 
Buildings, London, E.C.2. 


TAX RESERVE 
CERTIFICATES 
Act TODAY on your clients’ behalf 


ISSUED BY H.M. TREASURY 


TRADE STOCKTAKERS 


INCOME TAX OR SALE 
NORMAL TERMS 


Further particulars from 

ORRIDGE & CO Established 1846 
184 STRAND, LONDON, WC2 
Telephone: TEMple Bar 9212/3-6340 


KING’S DETECTIVES 


Confidential Investigations in Civil, Criminal, Commercial, 

and Personal cases. Surveillance discreetly effected. Internal 

Larcenies and cases of Fraud and Embezzlement investi- 

gated. Financial Inquiries and Investigations in Bankruptcy 

cases undertaken. Questioned Documents examined. Persons 
Traced. 


W. J. KING’S DETECTIVE BUREAU LTD. 
CHANCERY HOUSE, 53/64 CHANCERY LANE, LONDON, WC2 


HOLborn 0313/4/5 Telegrams: 


Kingtex, Westcent, London 


+ Accountancy 


+ 
+ 


# «The air mail edition of ACCOUNTANCY is 
# available either for subscription on a 
The inclu- 4 permanent basis or for odd periods 
sive subscrip- { (for example, to cover a tempor- 
tion to the air 4 ary stay abroad). It is printed on 
mail edition for a $ special thin paper, and the 
year is £4 4s. to any # overseasubscriber receives 
part of the world. The $ each issue only afew days 
charge for shorter # after publication on 
periods is proportional. # the twentieth of the 
The addition of £2 I14s.tothe $ month in London. 
normal charge of £1 10s.covers $ 
only the cost of air mail postage, 
that of the special paper being borne 
by ACCOUNTANCY. 
+ 
+ 
+ 
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Sueiku, M. J. (P. F. M. King), London. 
SHerku, M. J. (H. Cohen), London. 
SuHeppeck, A. J. (W. H. Hall), Hull. 
SHir.ey, M. J. (W. R. Young), Canterbury. 
SHort, W. L. (L. H. Owen), Manchester. 
SHotter, P. R. S. (N. B. Hayman), London. 
Sippiqul, S. (L. D. Morse), London. 
Siwcwick, C. (T. J. W. Evans), Stockton-on- 
Tees. 
Smk, D. J. (R. W. C. Dunn), Birmingham. 
StvayoGan, S. (H. W. Wilson), London. 
SLATFORD, T. K. (C. H. Jefferson), Scunthorpe. 
Siosom, D. L. (T. E. Entwistle), Liverpool. 
Smalzes, T. F. K. (J. Fairhurst), Wigan. 
Smitu, A. (N. W. Peeling), Manchester. 


Smitu, A. F. (J. A. Tuffin), Brighton. 
Situ, B. D. (E. Barker), Huddersfield. 
SmiTH, B. F. (H. G. London. 
Situ, D. H. (G. E. Lamb), Leeds 

Situ, D. T. (T. Bourne), Burton-upon-Trent. 
Situ, G. (L. G. Davies), Liverpool. 


Situ, G. F. (W. C. Peatey), High Wycombe. 

Situ, G. H. (S. R. Herrick), Leicester. 

Situ, S. V. (Miss), (A. S. Hill), Coventry. 

SmitH, T. A. (R. J. D. Thompson), Stony 
Stratford. 

Situ, T. H. (C. M. Powell), London. 

Snow, A. (D. Winter), London. 

Snow, P. W. (G. E. Richards), London. 

SNOWDEN, J. B. (W. J. Gilbert), St. Albans. 

Socketrt, G. W. T. (E. K. Wright), London. 

So.omon, E. S. E. (G. Selby), London. 

SoLomon, H. M. (C. H. Tyson), Brighton. 

Sotiris, R. L. (F. A. H. Skinner), London. 

SoutHGatTe, I. (G. C. Wilkinson), Middles- 
brough. 

Spencer, R. B. (W. G. Payne), London. 

Squires, J. W. (C. G. Pile), St. Helier, C.1. 

Starner, B. M. (K. H Rich), St Annes-on- 
Sea 


Stamp, E. G. M. (R. P. Winter), Newcastle 
upon Tyne. 
STANLEY, M. P. (W. W. Bigg), London. 
STANLEY, W. M. (J. S. Weyman), London. 
STEDMAN, J. R. (R. G. Pegler), London. 
*StTEIN, R. J. B. (W. T. Meigh), London. 
Stevens, D. (G. Stoughton-Harris), London. 
Stevens, M. J. P. (L. L. Moore), London. 
STEVENSON, C. B. (C. S. Goddard), London. 
STEVENSON, P. H. (J. W. Hardy), Nottingham. 
STICKLAND, W. M. (Miss), (J. Nobbs), New 
Milton. 
Stocks, F. W. R. (Sir Harold Howitt), London. 
Stockton, J. W. B. (T. S. Raw), Darlington. 
STONEHAM, R. B. A. (S. H. Smith), London. 
Storey, J. C. (T. Bedford), Leeds. 
Stott, C. A. P. (H. D. Barnard), London. 
Stott, E. (G. A. Dennis), Manchester. 
STovoLp, T. J. T. (G. D. F. Dillon), London. 
STRANGWARD, S. E. (Miss), (A. J. Leach) 
Hereford. 
Stranks, H. M., Banbury. 
Stroup, D. M. (T. G. Buckingham), London. 
Stusss, J. (B. C. Tarry), Wellingborough. 
Sturais, J. R. (H. G. P. Greenwood), London. 
SturMAN, K. (R. Kettle), London. 
Sty.es, J. (Miss), (G. B. Jones), Evesham. 
SUGARMAN, M. (R. F. W. Sheraton), Brighton. 
Sutcurre, J. (D. L. Moulds), Burnley. 
SwirT, R. B. (A. F. Pownall), Liverpool. 
Sykes, J. R. C. (P. C. Cardno), Bradford. 


TABERN, J. (A. H. Pickavance), St. Helens. 

Tan, M. K. (D. C. Don), London. 

TANNA, B. K. (H. N. Ballard), London. 

TATTERSALL, J. N. (I. F. Halliday), Hudders- 
field. 

Taytor, A. B. K. (R. Dunn), Leicester. 

TayYLor, E. B. (P. C. G. Larking), Maidstone. 


Tay Lor, F. B. (D. Swain), Birmingham. 
Taytor, J. H. (L. Pells), London. 
Taytor, J. N. R. (B. M. Frazer), Liverpool. 


Tay_or, N. J. (G. E. Morrish), London. 
Tay.or, W. B. (G. H. Dodsworth), York. 
TEASDALE, W. M. (H. Myers), Newcastle upon 
Tyne. 
THAKRAR, R. L. (J. A. G. Sizmur), London. 
THIAGARAJAH, M. (G. B. Harris), London. 
THISTLEWoop, A. W. (A. W. Miles), Bourne- 
mouth. 
Tuomas, G. E. (R. Hall), Grays. 
Tuomas, G. M. (R. W. Thoburn), Newcastle 
upon Tyne. 
Tuomas, J. R. (J. G. Powell), Swansea. 
Tuomas, R. N. (G. A. Williams), Newport, 
Mon. 
THOMPSON, C., Newcastle upon Tyne. 
THompson, D. M. (F. B. Murray), Birmingham. 
TuHomson, R. P. A. (E. S. Prince), London. 
TitBRo0OK, J. J. (M. F. Cross), Norwich. 
Tinker, C. A. (W. N. Cutts), Nottingham. 
Tomss, D. M. (W. J. Soper), London. 
Tomuinson, I. E. (C. B. H. Gill), Manchester. 
Toutson, K. B. (J. L. Swales), Lincoln. 
. J. (S. Varey), Reading. 
B. Smith), London. 
. E. G. (R. M. Walters), London. 
, T. Meigh), London. 
. T. Burn), Worthing. 
. A. J. (J. G. Simpkins), Exeter. 
CB. Place), East Grinstead. 
H. K. (W. A. Croft), London. 
TuRNER, J. D. (J. S. Brearley), Halifax. 
. D. (B. H. Larkins), Birmingham. 
M. Strachan), Hull. 
. (A. F. Palmer), London. - 
E. Holehouse), Nottingham. 


as 


Unney, R. C. (H. L. Brown), London. 
UNDERWOOD, B. R. (J. B. Worley), London. 


VaRLow, R. N. (J. S. Holloway), Wolver- 
hampton. 

VEAL, P. C. B. (D. D. Rae Smith), London. 

Vita, C. P. W. (S. C. Ellis), London. 

*VincENT, J. A. (W. R. Middleton), London. 

Vittery, A. J. (W. D. Anderson), Middles- 
brough. 

Voc., A. F. (D. G. W. Ballard), London. 


WappincTon, J. P. (A. E. Spicer), London. 
Waastarr, G. (H. Crowther), Huddersfield. 
WAKEFIELD, J. M. (A. D. Macve), London. 
WALker, E. W. (R. O. Bowden), Birmingham. 
Wacker, G. M. (A. M. Walker), London. 
WALKER, R. + (F. B. Proctor), London. 


WaALker, R. L. (W. J. Gudgin), London. 

WALKER, S E. Traylen), London. 

WALL, A. E. (L.A . Ashley), Swindon. 

Wa.tey, P. T. (N. E. Dunning), Stoke-on- 
Trent. 

WALLiker, M. D. (R. C. Munday), London. 


WALsn, P. B. G.c Cc. Hounsfield), London. 
Wappat, A. (J. Lamb), Newcastle upon Tyne. 
Warp, A. P. (M. Thei), London. 


Warp, D. L. (T. A. W. Littlechild), Penzance. 
Warp, G. K. (F. C. Pendleton), Nottingham. 
Warp, K. A. (R. F. George), London. 

Warp, M. T. (J. W. Powell), Birmingham. 


Warp, R. 1 gt R. Morris), Bromsgrove. 


WARDLE, N. D. (C. G. Johnston), London. 

WaReHAM, A Cc (N. V. Robinson), South- 

Warsop, D. (L. Sharpe), Nottingham. 


Watkins, K. (C. Wales), Lydney. 

WATSON, D. T. (F. E. Francis), Leamington 

Watson, D. T. (R. F. Prior), Nottingham. 

Watson, M. R. (C. Bacon), Derby. 

Watson, N. B. (A. A. Davies), 

Watson, P. J. (M. B. Hewitt), Leeds 

T. (D. M. Jones), Hull. 

Watts, R. A. (H. Goodier), London. 

*Wax, R. J. (S. M. Bickerton), Manchester. 


Weare, R. S. (J. Ager), London. 

Weaver, D. J. (N. F. C. Willey), London. 

Weaver, G. (O. A. J. Ling), Derby. 

Wess, Z. P. H. (J. W. Isacke), Birmingham. 

WEIGHTMAN, G. M. (W. R. Bralesford), 
Nottingham. 

West, S. R. (D. L. Combridge), London. 

Westwoop, J. R. (D. W. Waite), Halifax. 

Wee er, D. G. C. (W. B. Nelson), Liverpool. 

WHEWELL, R. W. (R. Fawcett), London. 

Wuiraker, P. E. (J. Christie), Huddersfield. 

Wuirte, J. B. (M. Wells), Leicester. 

WHITEHEAD, R. (J. K. Patrick), Sheffield. 

WuitrteLp, W. G. T. (W. A. Shaw), Leeds. 

WHITTINGHAM-Jones, W. M. (P. F. Rogers), 
Liverpool. 

Warts, A. D. (L. Ogden), London. 

WICKRAMARATNE, M. (J. T. Patterson), Lon- 
don. 

Wirxs, W. H. G. (W. R. T. Whatmore), 
London. 

WituiaMs, C. (L. O. Resting), Cardiff. 

WiuiaMs, E. K. (D. B. Webster), Sheffield. 

Wi.uraMs, E. W. (N. D. B. Robinson), Man- 
chester. 

WixuiaMs, H. G. (R. G. C. Tibbles), London. 

*WixuiaMs, J. E. (J. O. R. Darby), London. 

Witorr, R. G. (F. J. Esnouf), London. 

WILs, C. S. (E. B. Palmer), London. 

Wits, M. A. (J. W. Smith), Stafford. 

WILLson, G. (J. L. Wells), Kettering. 

WILLSON, R. O. (K. E. Hutchinson), Leicester. 

WILSHAW, P. G. H. (J. R. F. Williamson), 
London. 

Witson, A. M. N. (G. Carew-Jones), London. 

Wison, C. (B. Wood), Bradford. 

Witson, C. H. (H. C. Ingham), Nelson. 

Wixson, S. N. (A. R. Glenton), Newcastle upon 
Tyne. 


Witton, K. G. (G. M. Metcalf), Cardiff. 
Wimpury, A. J. (R. H. MacIntyre), London. 
WinsLow, G. C. (J. C. MacGregor), Liverpool. 
Winter, D. T. (R. E. Goate), Canterbury. 
WITHNALL, W. W. (R. B. White), Walsall. 
Woon, P. E. (J. . + Manchester. 


Woop, T. M. (R. J. W. Merchant), Bury. 
Woops, D. R. (G. “iey), Manchester. 
(A. H. Kirkman), Oxford. 


Worsoys, D R. (J. H. Marshall), Thame. 
WORSLEY, F. E. (J. E. Talbot), London. 
Wors ey, M. D. (F. Woods), London. 
Wricut, M (V. A. Tudball), London. 
WRIGHT, N. E. (L. R. Elcombe), London. 


Wyatt, J. L. (J. B. Burkett), Bristol. 
Wyute, P. (M. J Kirby), Coventry. 
Yax.ey, M. (E. Dutton), Chester. 


YEUNG, W. -C. -Y. (J. Altman), London. 
Youna, D. J. (L. J. W. Gould), London. 
Youna, P. J. oe M. Pritchard), Birmingham. 
Youncs, G A. (G. C. Wood), March. 


Younes, J. R. (RE . Coates), London. 


PRELIMINARY EXAMINATION 


First in Order of Merit and the Institute Prize 
Grson, David Anthony, Eastbourne. 


List of Successful Candidates 


Assotrt, N., Stockport. 
ARMAND Situ, C. W., Hove. 


Batey, B. J., London. 
Ba.ocun, J. A., London. 
G., Sheffield. 
Breacu, C. A., Fulmer. 
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Brooks, C. V., Hayling Island. 
Brown, A., Hull. 

Brown, P. T., Manchester. 
Burau, T. M., London. 
Burke, I. D. H., Liverpool. 


CALDWELL, J. E. M., Beckenham. 
Coe, R. I., Romford. 

Co son, D. J., London. 

Curry, F., Preston. 


Date, N. M., Beckenham. 
Dare, A. G., Brighton. 

Davin, G. E. V. (Miss), Hove. 
DELLAL, R., Manchester. 
Duro-EMANUEL, O. G., London. 


Grimson, D. A., Eastbourne. 
GooDALL, C. R., Stockport. 
GruGEon, D. H., Bromley. 


HADJIOANNOU ANTHIMOU, A., London. 
HETHERINGTON, J. B., Preston. 
HETHERINGTON, S., Leeds. 

Homan, A. F. N. M., Mousehole. 
Hyam, G. S. J., Petts Wood. 


Jones, D. A., Bolton. 


KetTEL, R. S., Sutton Coldfield. 
Kopacopa, B. H., Wembley. 


LAMBERT, The Hon. G., Crediton. 

LEATHERLAND, K. (Miss), Newcastle upon 
Tyne. 

Levincs, C. J., Manchester. 


MACDONALD, D. A., Bromley. 
MALONE, P. B., London. 

MANNING, A. E., Bidford-on-Avon. 
Matson, M. J., Horley. 
Mattuews, T. G., South Shields. 
Mipp.eton, D. E., Worcester Park. 
Mixter, D. J., Sutton. 
Montcomery, J. A., Wantage. 
Moorg, A. A., Dagenham. 


N’Jiz, A., London. 
Norman, J. A. (Miss), Walton-on-Thames. 


O’GorMAN, J. J., London. 


PaTEL, C. J., London. 
Peries, B. R., London. 
PowELL, R. C. P., Cardiff. 


RIcHARDs, D. C., Wolverhampton. 
Rocers, F. J. R. S., London. 
ROTHERHAM, R. F., Brixham. 
Rounp, B. C., Dudley. 


Sats, D. R., Preston. 

Scott, W. R., Richmond, Surrey. 
Suan, S. B., London. 

SHouet, P. D., Manchester. 
STEPHENS, S. N., Nottingham. 


Tavasi, S. O., Bradford. 
Tuompson, J. M., London. 
Tosaian, A., London. 
Topp, P., Liverpool. 
Turner, C. W., Orpington. 


The Society of Incorporated Accountants 


(In Voluntary Liquidation) 


Results of Examinations—May, 1961 


The Institute of Chartered Accountants in England and Wales, 
The Institute of Chartered Accountants of Scotland and The 
Institute of Chartered Accountants in Ireland, in accordance with 
the schemes of integration, conducted the Final Examination of 
the Society. The following candidates for membership of The 
Institute of Chartered Accountants in England and Wales were 


successful: 


FINAL EXAMINATION 


ASLIN, John Reginald, Southampton. 

BANFIELD, John Clayton (I. P. G. Ray), Bristol. 

Beckett, Anthony Paul (A. N. Moore), Bir- 
mingham. 

BERESFORD, Colin (P. F. Pierce), Accrington. 

Birp, Robert Harvey, Newcastle upon Tyne. 

BisHop, Ronald Earl (E. M. Lomax), London 

BLENKINSOP, Basil Thompson, Manchester. 

BouGourD, William Frederick, Guernsey. 

BraD.Ley, Graham Harry (formerly with G. J. 
Simmons, deceased), Wolverhampton. 

Bristow, Kenneth George, London. 

BULLIVANT, Frank, Grimsby. 

BuTLer, Keith Edmund, Nottingham. 

ByrorbD, John Arthur (G. H. Jackson), Sutton. 

CLouGH, Frederick (G. Jowett), Manchester. 

Coates, Thomas Geoffrey, London. 

Coss, Peter, Middlesbrough. 

Cote, Richard William Terence (C. C. Akers), 
West Hartlepool. 

Corsett, Alan Roland, London. 

Cunpb_e, Alfred Ernest, Darlington. 

Dasurn, George (formerly with J. Hopkins, 
deceased), Liverpool. 

Dakin, Tony John (F. Haughton), Bath. 

Dosson, Francis, Manchester. 

FELTON, Arthur (P. A. Lewis), Manchester. 

FERGUSON, Samuel Alfred, Manchester. 

GaRRATT, Graham Stanley (L. G. Fetzer), 
Newcastle, Staffs. 

Git, Francis Douglas (H. T. Millman), 
Leicester. 

Gittetr, David John (E. Bates), Leicester. 

GREEN, Michael (G. W. A. Gray), London. 

GREENWAY, Richard Allan, London. 

Greccs, John Walter, Liverpool. 

HANNA, John Peter Robertson, London. 

Har ey, Keith (D. McMichael), Leeds. 

Haart, Leonard Frank (W. T. Robins), London. 

HuGues, John (formerly with S. Kent, 
deceased), Shrewsbury. 

Humes, David (H. Rogers), Manchester. 

Ipe, Norman Sydney (C. E. Thurlow), London. 

JOHNSON, Frederick Charles (C. S. G. Kealey), 
London. 

Jones, Kenneth (R. Lindley), Bradford. 

JoweTT, Kenneth, Darlington. 

Jukes, William David (J. Sloan), Liverpool. 


KirTLey, George (F. G. Hill), West Hartlepool 

Lacey, Derek Oliver, London. 

Lawrence, William James, London. 

Lawson, Kenneth, Hoddesdon. 

LimsurG, Maurice Derek (H. Shindler), 
London. 

Morris, Raymond (C. L. Powell), Swansea. 

Newsury, Charles Albert Edward (F. C. 
Stoneham), London. 

Noye, Norman Charles, London. 

OcGuNMoKuN, Adekunle, Lagos. 

Pain, Arthur, Liverpool. 

PARTRIDGE, John Francis, Birmingham. 

PEMBERTON, John, Leeds. 

PERKIN, Jack, Leeds. 

PHARO, George William Lewis, London. 

Pont, Leonard Arthur, London. 

Potter, Ronald Alfred, London. 

RAWLINSON, Terence (J. T. Hibbs), Lincoln. 

Reeves, David Sidney, London. 

REYNOLDs, Anthony Robert, London. 

Rouse, Ian Rudolph (D. C. Morgan), London. 

Royce-Dexter, Brian (J. D. M. Ellis), 
Pontefract. 

SCAMMEL, Stanley Thomas, Chichester. 

Scott, Eric Leslie, London. 

SHOTTON, Norman Bernard, London. 

SIDDALL, Keith Fearnley, Bradford. 

Smart, Brian Trevor (T. H. Sanders), Welling- 
borough. 

Smitu, Alan (J. Moss), Manchester. 

Situ, Peter Harry, Sheffield. 

SPAIN, William Graeme, Sunderland. 

Spiro, Leon, London. 

Tuirsk, Bryan Edward, Weston-super-Mare. 

TINGLEY, Arthur Pache, Birmingham. 

Topp, Clifford Newton (J. F. Chapman), 
West Hartlepool. 

Towers, Bernard (J. A. Hartley), Leeds. 

Turner, Donald Ernest, London. 

UpsHALL, Brian Peter (L. A. Pollard), Bourne- 
mouth. 

Waite, Peter, Bradford. 

WiuiaMs, Philip Roy (H. C. Smith), Leo- 
minster. 

WILLIs, Roger Edward (H. L. Brown), London. 

WINKLER, John Lewis (E. Portlock), London. 

Woop, Raymond Kenneth (A. F. Dawes), 
Birmingham. 


SUMMARY 
Wa ker, B. E., Halifax. 
Wa ker, G. R., London. Completing 
WaLtTon, I. W., Sale. Passed Failed Total Examination 
WARBURTON, F., Manchester. 
Werks, A. J., Redhill. Parts I and II together ae +. 3 2 5 3 
WIKRAMANAYAKE, E. B., London. PartI only... *14 11 25 2 
Woorrton, W. A., Manchester. Part II only ne 87 33 120 87 


* Includes 1 candidate who sat for both Parts of the Examination and passed in Part I only. 


Yemo, A. W., Blackpool. 
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President’s Luncheon 


THE PRESIDENT OF the Institute, Mr. P. F. 
Granger, and the Vice-President, Mr. P. F. 
Carpenter, gave a luncheon party on 
July 27 at the Dorchester Hotel. The guests 
were: Lord Milne, Lord Radcliffe, Sir 
Norman Brook, Sir Ivan Stedeford, Dr. 
A. R. Beeching, Sir Thomas Robson, Mr. 
D. V. House, Mr. W. L. Barrows and Mr. 
Alan S. Maclver. 


Taxation and Research 
Committee 


THE ONE-HUNDRED-AND-FIFTEENTH meeting 
of the Taxation and Research Committee 
was held at the Institute on July 13. Present: 
Mr. G. N. Hunter (in the chair), Mr. F. W. 
Allaway, Mr. G. R. Appleyard, Mr. J. T. 
Barraclough, Mr. C. V. Best, Mr. R. P. 
Brown, Mr. W. R. Carter, Mr. J. Cartner, 
Mr. L. H. Clark, Mr. S. M. Duncan, Mr. N. 
Cassleton Elliott, Mr. E. S. Foden, Mr. C. 
R. P. Goodwin, Mr. N. B. Hart, 0.B.£., T.D., 
Mr. H. Kirton, Mr. S. Kitchen, Mr. C. 
Yates Lloyd, Mr. J. W. Margetts, Mr. S. A. 
Middleton, Mr. G. P. Morgan-Jones, Mr. 
R. D. Pearce, Mr. J. Perfect, Mr. A. H. 
Proud, Mr. J. D. Reekie, Mr. D. W. 
Robertson, Mr. C. Romer-Lee, Mr. H. G. 
Sergeant, Mr. B. D. Shaw, Mr. H. C. Shaw, 
Mr. W. Shuttleworth, Mr. D. E. T. Tan- 
field, Mr. C. C. Taylor, Mr. J. G. Vaughan, 
Mr. F. J. Weeks, and Mr. G. H. Yarnell, 
and Mr. B. Manning and Mr. B. H. 
Moloney, with the Assistant Secretary. 


The late Mr. T. S. Welch, F.C.A. 
The Committee heard with much regret that 
Mr. T. S. Welch, F.c.A., had died on July 
7. Mr. Welch had been a member of the 
Committee from October 1, 1958, until the 
date of his death. He had served on the 
Management Accounting Sub-Committee. 
The Committee stood in silence as a token 
of respect. 


Mr. C. F. Millard, F.C.A. 

The Committee was informed of the 
resignation from the Committee of Mr. C. 
F. Millard. The Committee recorded its 
appreciation of the work of Mr. Millard as 
a member of the Committee since October 
1, 1957, and as a member of the General 
Advisory Sub-Committee. 


Sub-Committees 
Progress reports were received from the 
following Standing Sub-Committees: Gen- 
eral Advisory, Management Accounting, 
Taxation, Planning. 

Progress reports were received also from 
five special sub-committees. 


Future 
The next meeting of the Committee was 
arranged for Thursday, September 21, 1961, 


at 2 p.m., and further meetings have been 
provisionally arranged for Thursdays, 
October 26 and December 14, 1961. 


District Societies 


LONDON 

THE LONDON AND District Society will hold 
its dinner for members on October 26 in the 
Hall of the Carpenters’ Company, Throg- 
morton Avenue, London, E.C.2, at 7 for 
7.30 p.m. Members will receive application 
forms in September. 


SOUTH WALES AND MONMOUTH- 
SHIRE 

THE FOLLOWING OFFICERS have been elected: 
President, Mr. Edgar T. Shepherd, F.c.A.; 
Vice-President and Treasurer, Mr. H. E. 
Halliday, F.c.A.; Secretary (pro tem.), Mr. 
W. H. Jones, B.COM., A.C.A. 


MR. EDGAR T. SHEPHERD, F.c.a. 


The President for 1961/62 is Mr. Edgar T. 
Shepherd, ¥.c.A., senior partner in the firm of 
Gilbert Shepherd, Owen & Co., Chartered 
Accountants, Cardiff, which was founded by 
his father, the late Mr. Gilbert D. Shepherd, 
in 1904. 

He served his articles with Sir Harold 
Barton, a past President of the Institute, and 
was admitted an Associate in 1939. After six 
years’ service as a navigator in Coastal 
Command of the Royal Air Force he was 
transferred to reserve with the rank of Flight 
Lieutenant, and joined his present firmin 1946. 

Mr. Shepherd served on the Committee of 
the Cardiff Students’ Society from 1946 to 
1950, and was elected to the District Com- 
mittee in 1954. 

He is a director of several companies, a 
past Chairman of Cardiff Round Table, a past 
President of The Cardiff Institute for the 
Blind, Honorary Treasurer of The Cardiff 
Naturalists’ Society and a member of the 
Finance Committee of the National Museum 
of Wales. 


The Lord Mayor of Cardiff 


Photograph by courtesy of Western Mail and Echo. 


MR. EDGAR T. SHEPHERD, F.C.A., President, 
and members of the Committee of the South 
Wales and Monmouthshire Society of Char- 
tered Accountants recently paid a courtesy 
visit to the Rt. Hon. The Lord Mayor of 
Cardiff, Alderman E. Ewart Pearce, M.B.£., 
J.P., F.C.A., at the City Hall. 

Alderman Pearce is the first member of 
the Institute to hold office as Lord Mayor 
of Cardiff. 


Students’ Societies 
LIVERPOOL 


Intermediate Prize 

THE COMMITTEE OF the Liverpool Society of 
Chartered Accountants gives notice that its 
Intermediate Prize will be awarded to the 
candidate who, being a member of the 
Liverpool Chartered Accountant Students’ 
Association or any one of its constituent 
branches, gained the highest place in the 
Institute’s Intermediate Examination held 
in May last. The prize takes the form of a 
book to be chosen by the President of the 
Society. 

It is the responsibility of the student to 
apply for the prize. Applications should 
state the position gained in the examination 
and should be sent to the Hon. Secretary, 
The Liverpool Society of Chartered 
Accountants, 3 Stanley Street, Liverpool 1, 
within two calendar months after the 
promulgation of the results by the Institute. 


SOUTH EASTERN 

Students’ Residential Courses 

THE SOUTH EASTERN Society of Chartered 
Accountants will hold its twelfth annual 
students’ residential tuition course in 
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Brighton: Intermediate students, September 
25-29, and Final students, October 2-6. 

The fee for the course is £4 5s. Hotel 
accommodation can be arranged if desired. 
A grant is made towards the cost of accom- 
modation and travelling expenses. 

All students, whether or not within the 
area of the South Eastern Society, wishing 
to attend should apply as soon as possible 
for registration forms and further particulars 
to Mr. T. T. Nash, F.c.A., 33 Lawrence Road, 
Hove, Sussex. 


Examinations— 
November, 1961 


DETAILS ARE GIVEN below of the November, 
1961, examinations of the Institute and of 
The Society of Incorporated Accountants 
(in voluntary liquidation). 

The prescribed examination entry form 
together with the appropriate fee must be 
received at the Institute not later than the 
last day stated below. Late entries cannot 
be accepted. 

Candidates are advised in their own 
interests to submit their entry forms as soon 
as possible. Entry forms for ALL examina- 
tions may be obtained from the Secretary of 
Moorgate Place, London, 


Institute Examinations 

Preliminary November 14, 15, 16 and 
17. 

Intermediate .. November 21, 22 and 23. 

Final .. November 28, 29 and 30, 

and December 1. 

LAST DAY FOR RECEIPT OF ENTRY FORMS: 

Preliminary examination October 10 
Intermediate examination October 17 
Final examination .. October 24 

The Preliminary examination will be held 
in London and Manchester. The entry fee is 
£5 5s. Od. 

The Final examination will be held in 
Birmingham, Cardiff, Leeds, Liverpool, 
London, Manchester and Newcastle upon 
Tyne. The Intermediate examination will be 
held at the above centres, Bristol and 
Nottingham. The entry fee for the Inter- 
mediate examination is £6 6s. Od. and for 
the Final examination £8 8s. Od. 


Society Examinations 
Final .. November 28, 29 and 30, 
and December 1. 

: The examination will be held in Birm- 
ingham, Belfast, Cardiff, Dublin, Glasgow, 
Leeds, Liverpool, London, Manchester and 
Newcastle upon Tyne. The fees are as 
follows: 

Final, Part I (taken separately) .. £4 4s. Od. 
Final, Part II (taken separately)... £4 4s. Od. 
Final, Parts I and II together .. £8 8s. Od. 


This is the last occasion on which the Final 
examination of the Society will be held. No 
student will be permitted to present himself 
for one part only of the examination if he 
has not previously passed the other part. 


LAST DAY FOR RECEIPT OF ENTRY FORMS: 
Candidates for membership of the English 
Institute, October 24. 

(Candidates for membership of the 
Scottish Institute, September 20; for 
membership of the Irish Institute, November 
1; on forms provided by the respective 
Institutes.) 


Forthcoming Events 


CAMBRIDGE 
September 13 to 17.—Summer residential 


course for members of the Institute. Gon- 
ville and Caius College. 


GRIMSBY 


September 18.—Members’ visit to Grimsby 
Borough Police Station, at 7 p.m. 


HUDDERSFIELD 


September 5.—Members’ luncheon meeting. 
Whiteley’s Cafe, Westgate, at 12.30 for 
12.45 p.m. 


ILFORD 


September 14.—Students’ visit to the factory 
of Howards of Ilford Ltd. 


LEEDS 


September 22.—Annual Golf Meeting. 
Ganton Golf Course. 


LIVERPOOL 


September 21.—‘‘Aspects of Investments,” 
by Mr. G. Heywood, M.B.E., F.LA., F.F.A. 
Students’ meeting. The Library, 5 Fenwick 
Street, at 5 p.m. 


LONDON 


September 21 to 24.—Autumn residential 
course for members of the London Stu- 
dents’ Society. Balliol and Trinity Colleges, 
Oxford. 


OXFORD 


September 21 to 24.—Autumn residential 
course for members of the London Stu- 
dents’ Society. Balliol and Trinity Colleges. 


PLYMOUTH 
Students’ Meetings 

September 21.—“Consolidated Accounts” 
and “Schedule D Income Tax, Capital 
Allowances and Profits Tax,” by Mr. J. M. 
Higgison, F.c.a. Primarily for Final students. 
Grand Hotel, at 11 a.m. and 2 p.m. 
September 22.—‘“Partnership Accounts and 
Income Tax” and “Executorship Ac- 
counts,” by Mr. J. M. Higgison, F.c.A. 
Primarily for Intermediate students. Grand 
Hotel, at 11 a.m. and 2 p.m. 


YORK 


September 6.—Members’ luncheon meet- 
ing. De Grey Rooms, at 1 p.m. 
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Personal Notes 


Messrs. Pannell, Crewdson & Hardy, 
Chartered Accountants, London, E.C.2, 
announce that they have admitted to part- 
nership in the London firm Mr. Donald Ian 
Main, F.c.A., who has been with them for 
some years. 

Messrs. Jenks, Percival & Co.,Chartered 
Accountants, London, E.C.2, announce 
that Sir Richard Jenks, Bt., who has been a 
partner for thirty years, has retired from the 
partnership, but continues to be associated 
with the firm as a consultant. The practice is 
being carried on under the same name by 
the remaining partners. 

Messrs. Hesketh, Hardy, Hirshfield & 
Co., Chartered Accountants, London, 
W.C.1, and Manchester, announce that they 
have taken into partnership Mr. Anthony 
G. H. Marks, a.c.a., and Mr. Brian J. P. 
Cotton, A.c.A., who have both been senior 
members of their staff for some years. The 
firm name remains unchanged. 


Messrs. D. A. Owen & Co., Chartered 
Accountants, Leamington Spa, announce 
that they have admitted into partnership 
Mr. R. F. Hughes, a.c.a., who has been 
employed by them for some time. The style 
and address of the firm remain unchanged. 


Messrs. Pannell, Crewdson & Hardy, 
Chartered Accountants, Lagos, Kaduna 
and Kano, Nigeria, announce that Mr. P. 
W. Hayley, F.c.A., for some years a resident 
manager, is now a partner in the Nigeria 
firm. 

Mr. P. J. Summers, A.c.A., has been 
appointed a director of the Midland 
Counties Dairy (Coventry) Ltd. 

Mr. G. C. Rowett, A.c.A., C.A. (S.R.), has 
been appointed a director of Production- 
Engineering S.A. (Pty.) Ltd., Johannesburg. 

Messrs. A. & J. Robertson, c.a., and 
Messrs. Maxtone Graham & Sime, cC.A., 
have agreed to amalgamate their practices 
in Edinburgh with effect from October 1, 
under the firm name of Robertson & 
Maxtone Graham. On amalgamation the 
partners of both firms with the exception 
of Mr. J. A. S. Paterson, c.a., who is 
retiring, will become partners in the com- 
bined practice, which will be continued at 
33 and 34 Charlotte Square, Edinburgh. 
Maxtone Graham & Sime will continue 
their London practice and will represen 
Robertson & Maxtone Graham in London. 

Mr. B. E. Davey, F.c.A., formerly 
deputy chief accountant, has been appointed 
chief accountant of The General Electric 
Co. Ltd. 

Messrs. Lowe, Bingham & Thomsons, 
of Japan, announce the retirement of Mr. 
D. J. Benson, F.c.A. The firm is being 
continued by the remaining partners, 
Mr. A. R. Forsyth, c.A., and Mr. E. J. V. 
Hutt, F.c.A., in association with Mr. S. 
Fushita, c.p.aA. (Japan), and Mr. N. 
Tohmatsu, c.P.A. (Japan). 

Mr. Geoffrey Smith, F.c.a., adminis- 
tration manager of Oxo Ltd., has been 
elected to the Board. 
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Classified Advertisements 


Advertisements under “ Appointments Vacant”, “Practices & Partnerships”, “ 


ACCOUNTANCY, Moorgate Place, London, E.C.2, unless otherwise stated. It is requested that the Box Number be 


also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS REGISTER OF THE INSTITUTE 
OF CHARTERED ACCOUNTANTS IN ENGLAND 
AND WALES 


Employers who have vacancies for members on their 
staffs and also members seeking new appointments are 
invited to make use of the facilities provided by the 
Institute’s Appointments Register. No fees are payable. 
All enquiries should be addressed to the Appointments 
Officer, Moorgate Place, London, E.C.2.Tel. Moorgate 


OFFICIAL NOTICES 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 
DECEMBER 1961 EXAMINATIONS 
The next Intermediate and Final Examinations will 
be held at the usual Home Centres on the 4th, Sth 
and 6th December, 1961. Applications on Form C 
(obtainable on receipt of self-addressed, gummed 
label) should be lodged with the undersigned as soon 
as possible, and in any case not later than 10th 
October, 1961. No late entries will be accepted. 


Derex Du Pre, Secretary, 
63 Portland Place, London, W.1. 


WEST LONDON 
COLLEGE OF COMMERCE 


Professional, Commercial and General Education 
Studies at all levels 
New Session begins September 25, 1961 
Enrolment from September 11, 1961 
Apply for Prospectus to the Secretary at: 
Airlie Gardens, Campden Hill Road 


Kensington, W.8 
Telephone: PARk 4550 


APPOINTMENTS VACANT 


ST. DAVID’S COLLEGE 
LAMPETER, CARDIGANSHIRE 
COLLEGE BURSAR 


Applications are invited for the newly created post 
of full-time Bursar. Applicants should have Pro- 
fessional Accountancy or Secretarial qualifications of 
a recognised Body, but applications will also be wel- 
comed from men with business experience, and from 
the Services and Civil Service (retired). 

The salary will be £1,200 p.a. and the post carries 
membership of the F.S.S.U. and qualifies for child- 
ren’s allowances. 

Applications should be sent not later than 31 August, 
1961, to the PrinciPAL, from whom full particulars 
may be obtained. 


ACCOUNTANT FOR UGANDA 


International Accountants require young Assistant, 
preferably Qualified, for their KAMPALA Office. 

ing Salary £1,750 for Qualified, £1,250 for 
Unqualified. Two months overseas leave after two 
years and two months end of contract leave. Passages 
paid, housing assistance, annual bonus. 
Applications to Box No. 88, c/o ACCOUNTANCY. 


AUDIT CLERKS. Many vacancies waiting for 
Senior, Semi-senior or Junior. Call Booru’s AGENCY, 
80 Coleman St., Moorgate E.C.2. 


ST. PAUL’S AGENCY LTD 
All Audit Staff ..... eee £350 — £1500 
No fees to staff 


132 CHEAPSIDE, E.C.2. MET 8091 
Branches throughout Londoa 


A QUALIFIED ACCOUNTANT, preferred 
age limits 35-45, will shortly be required by 
the British Travel and Holidays Association 
for the position of Financial Controller and 
Secretary, which will become vacant in a few 
months’ time on the retirement of the present 
holder of the office. Wide experience in 
management accounting and company secre- 
tarial work is essential. This is a senior post 
and the initial salary will be decided according 
to qualifications and experience, but will not 
be less than £2,000 per annum. There is a 
contributory pension scheme. Applicants 
should send full details of professional and 
academic qualifications and experience, by 
letter only, to: 

THe FINANCIAL CONTROLLER & SECRETARY, 
The British Travel & Holidays Association, 
Queen’s House, 64/65 St. James's Street, 
London, S.W.1. 


ACCOUNTANTS FOR EUROPE 
An International Firm of Accountants is seeking 
staff for its offices in the main countries of the Euro- 
pean Continent, especially France, Germany, Italy 
and Belgium. 

Applicants should be young Chartered Accountants, 
preferably single. A working knowledge of at least 
one European language is desirable but not essential, 
Good salaries will be paid and the prospects are ex- 
cellent for those who wish to make a professional 
career on the Continent. 

Please write, stating countries in order of preference 
and giving full particulars to Box No. 98, c/o ACCOUN- 
TANCY. 


£1,200 or more if a 


CHARTERED ACCOUNTANTS 


A young Chartered Accountant with two or three years’ professional experience is required for a 

firm with an international practice in a senior position, with prospects of rapid promotion, and work 

on a variety of investigations and important assignments at home and abroad. Salary around 
ppropriate. 


BROADS, PATERSON & Co. 
Moor House, London Wall, London, E.C.2 


are at your service. 


ARE YOU WITH IT? 


What we are really referring to, in the modern idiom, is your 
present position. Does it offer the scope for your ambitions? 
If not we feel sure that we can assist you whether your 
interests are in the profession or the fields of industry and 
commerce. Our comprehensive registers and skilled staff 


HARRISON & WILLIS LTD. 


(ACCOUNTANCY EMPLOYMENT CONSULTANTS) 


West End City 
15 Berners Street, W.1. 79 Gresham Street, E.C.2. 
LANgham 1436 MONarch 9416 


FULL TIME RESIDENTIAL COURSES 


in Andover, Hampshire 
FOR INSTITUTE EXAMS 


Separate final and intermediate courses 
Next courses commence September 2, 1961 


DONALD RICH LTD 


ROTHSAY, WEYHILL, ANDOVER, HANTS 
BASILDON HOUSE, MOORGATE, E.C.2 


Full details from 


or 
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EST. 1909 
£2,500 


£500 to 5 P. A. 

CHIEF ACCOUNTANTS COMPANY SECRETARIES 
ACCOUNTANTS ACCOUNTANCY ASSISTANTS 
BOOKKEEPERS AUDIT AND TAXATION STAFF 

During the past year, as in every year since 1909, we have intro- 
duced the candidates appointed to hundreds of positions in all branches 
of accountancy, at all levels in the range £500/£2,500 p. a. 

We expect another successful year, and look forward toe the oppor- 
tunity to place our expert knowledge and efficient service at the disposal 
of all employers and applicants. 


LAURIE & COMPANY 


(The Recognised Employment Specialists in Accountancy) 
19 BASINGHALL STREET, LONDON, E.C.2 (MONarch 6301) 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 900 signed letters 
received from past students will be sent on request. 


E. IRVINE HALLAS, F.C.A. 

91 HARBOUR RD., WIBSEY, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


MANAGEMENT ACCOUNTING 


An exceptional opportunity exists in a nationally known organisation with wide interests in 
this country and abroad for a young man aged about 22-25 who wishes to make a career in manage- 
ment accounting. Applicants should have recently obtained the qualification of a professional 
accountancy body. 

The position offers an opportunity to obtain first class experience of modern accounting and 
business methods. Commencing salary will be within the range of £650—£850 and prospects for 
the future are excellent. 
The Company which is situated in South Birmingham operates first class pension, sickness 
and welfare schemes. Please write giving full details to Box No. 97, c/o ACCOUNTANCY. 


FIBREGLASS LIMITED 


Manufacturers of Glass Fibres for Insulation and Reinforcement 


We require a young 


CHARTERED ACCOUNTANT 


for a special opportunity in the Company; a period of directed training, a two-year tour of duty 
in Asia and a return to a responsible position in this Country. We want a personable man of sound 
common sense allied to initiative and a sense of responsibility. A good business background of 
general office or factory procedure is desirable. Naturally we would prefer a single man of about 
26-32. The tour abroad will be subject to special conditions and allowances. 


Applications giving brief details of age, education and experience should be sent to: 
THE CHIEF ACCOUNTANT, 
Fibreglass Limited, 
Ravenhead, St. Helens, Lancs. 


CHARTERED ACCOUNTANTS, Central London, 
require recently-qualified senior to act as personal 
assistant to partner in widely varied practice. No 


CHARTERED ACCOUNTANTS — Price 
Waterhouse & Co., 3 Frederick’s Place, Old 
Jewry, London, E.C.2, have vacancies for 
young qualified accountants. Excellent 
prospects and opportunities for broadening 
experience in the profession. 5-day week, 
luncheon vouchers and pension 


Saturdays. Three weeks’ holiday. Salary not less than 
£900. Apply with full particulars to Box No. 99, c/o 
ACCOUNTANCY. 


CHIEF ACCOUNTANT required by old established 
and rapidly expanding group of Property and Develop- 
ment Companies in London. Applicants must be 
qualified. Salary about £1,400. Box No. 91, c/o 
ACCOUNTANCY. 


ACCOUNTANT 
FOR HONG KONG 


Peat, Marwick, Mitchell & Co. require a 
YOUNG SINGLE CHARTERED AC- 
COUNTANT in their Hong Kong Office for 
a position offering wide and varied profes- 
sional experience. 

Commencing salary and allowances equiva- 
lent to £1,770 p.a. (after payment of Hong 
Kong taxation), which permits good standard 
of living and reasonable margin for saving. 
Contract for 34 years with six months’ paid 
leave on termination. Mid-tour leave can be 
arranged. 

Applications, in confidence, to Staff Manager, 
11 Ironmonger Lane, London, E.C.2, giving 
full personal details, experience and exami- 
nation record. 


INTERNAL AUDITOR—Corsy DEeEveLop- 
MENT CORPORATION—Applications are invited 
from suitably qualified persons for the post of 
Internal Auditor within the Finance Depart- 
ment. Salary within APT Grade II-IV (£815— 
£1,310). The commencing salary will be de- 
pendent on qualifications and experience. 
Applications will be considered from recently 
qualified accountants. Excellent opportunity 
for wide experience in a new section. Housing 
accommodation available. Removal expenses 
paid. Local Government Superannuation 
Scheme. Casual user car allowance. 

Applications stating age, qualifications and 
experience, present appointment and salary, 
together with the names of two referees to 
The General Manager, Corsy DEVELOPMENT 
COorRPORATION, Spencer House, Corby, North- 
ants., by Monday, 28th August, 1961. 


GERARD VAN DE LINDE & SON, 
26-28 Fenchurch St., London, E.C.3, have 
vacancies on their Audit Staff for young 
Qualified Accountants. May candidates con- 
sidered. 5-day week. Pension Scheme. Apply 
to STAFF PARTNER. 


CHARTERED ACCOUNTANTS in NORTHERN 
NIGERIA require young Chartered Accountant for 
general accounting practice. Interest in systems and 
methods an advantage. 

Passages for family and furnished accommodation, 
car, etc., provided. Starting salary not less than £1,700 
per annum increased with age and experience, for 
eighteen months’ tour with three months’ home leave 
on full pay. Low income tax. 

Please write as to previous experience to Box No. 
89, c/o ACCOUNTANCY. 
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MALAYA 

International Firm of Accountants requires 
young single Chartered Accountant for its 
office in Kuala Lumpur. Initial contract for 
two years with three months’ paid leave on 
termination. Starting salary equivalent to 
£1,750—£1 ,960 p.a., according to experience. 
Applications stating age, education, experi- 
ence and professional examination record, to 
Box No. 100, c/o ACCOUNTANCY. 


MODERN 
MANAGEMENT TECHNIQUES 


PEAT, MARWICK, MITCHELL & CO. 
have vacancies in their London office for 
young Chartered Accountants who wish to 
widen their experience in all branches of 
accountancy. Excellent prospects, good 
starting salary, pension scheme.Opportunities 
for service overseas. Applications to 11 Iron- 
monger Lane, E.C.2. 


OPPORTUNITIES FOR 
ACCOUNTANTS AND ECONOMISTS UNDER 30 


EXPERIENCED ACCOUNTANTS urgently re- 
quired by large Industrial Organisation in North 
London Area. It is essential that the applicants should 
be fully experienced in all aspects of accountancy, and 
have the knowledge and ability to interpret and 
investigate Accounts of Subsidiaries and external 
Companies with the minimum supervision. The main 
duties will arise from the day to day activities of the 
Group Accounts section, and will involve the pre- 
paration of consolidated accounts and returns to 
the Management. Existing holiday arrangements 
honoured. Write Box No. 96, c/o ACCOUNTANCY. 


FEDERATION OF RHODESIA AND NYASA- 
LAND. Well-known firm of chartered accountants 
have vacancies for recently-qualified men in several 
of their offices in the Federation. Commencing salaries 
of between £1,200 and £1,500 per annum will be paid 
to successful applicants. Initial contracts are for a 
period of three years. Salaries are reviewed annually. 

paid to Africa and on return to the United 
Kingdom at the end of contract. Excellent leave con- 
ditions and allowances. Write in the first instance with 
details of qualifications and experience to Box No. 75, 
c/o ACCOUNTANCY. 


The modern techniques employed by the 
finance staffs of Ford Motor Company 
Limited range from broad studies of economic 
affairs through complex financial analysis to 
systematic cost controls and mechanised 
accounting. A number of vacancies at different 
levels and on widely differing work are avail- 
able in these staffs for men under the age of 
30 with a university degree or professional 
qualification. These positions require ability 
and provide exceptional background for pro- 
gress into senior management positions. 
Applicants are invited to send brief particulars 
(marking envelope CC/109E) to: 


H. G. PEARMAN 
TRAINING AND RECRUITMENT DEPARTMENT 
FORD MOTOR COMPANY LIMITED, DAGENHAM, 


IMPORTANT GROUP international exhibition 
organisers require Chartered Secretary or Chartered 
Accountant, 30-40, varied experience accounting and 
company secretarial work. Good salary and prospects 
development. Fullest details experience etc. to Box 
No. 102, c/o ACCOUNTANCY. 


LONDON Chartered Accountants have vacancy for 
young Chartered Accountant in responsible position 
with good prospects of advancement; commencing 
salary £1,000 to £1,250 according to experience; 
holiday commitments respected. Box No. 71, c/o 
ACCOUNTANCY. 


MANSFIELD CHARTERED ACCOUNTANTS 
require qualified or experienced staff. Salary ranges 
from £750, according to experience. Apply H. R. 
Horne & PARTNERS, 23 Commercial Street, Mans- 
field. 


PROVINCIAL CHARTERED ACCOUNTANTS 
require Assistants, qualified and unqualified. Posts of 
varying responsibility available ranging from semi- 
senior to senior capable of assuming full control. 
Pension Scheme available. Salary range £550—£1,000 
p.a. dependent upon qualifications, ability and experi- 
ence. Apply, in first instance briefly indicating which 


CHARTERED ACCOUNTANT 


Birmingham Industrial Trust Limited require a Chartered Accountant willing to make a career 
post is required, to BARRON & BARRON, | Minster with an Issuing House with the object of attaining an executive position in a few years. 
Gotes, ek, when een of Quests and fell The successful applicant should preferably be 26-32 years of age, but an older man would be 
details of duties will be sent. : 

considered. 
SEMI-SENIOR required by City firm with expanding The commencing salary will be a minimum of £1,250 per annum, according to age. 
practice. Excellent prospects. Salary up to £650 Applications giving details of age, education and ¢ E should be add Shee 


according to experience. Box No. 32, c/o ACCOUNT- 
ANCY. 


SENIOR. Chartered Accountant required by City 
firm. Excellent prospects for newly-qualified man 
desiring to widen experience. Salary £850 to £1,100. 
Pension scheme. Box No. 31, c/o ACCOUNTANCY. 


The Secretary, 

BIRMINGHAM INDUSTRIAL TRusT LTD., 
38 Bennetts Hill, 

Birmingham 2. 
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PLAYTEX 
have a vacancy for 
A CHARTERED ACCOUNTANT 


As a result of our continued expansion we 
have a challenging and interesting vacancy to 
offer in General Financial Accounting includ- 
ing Sales Forecasting and Budgeting. 

A good salary will be paid to the successful 
candidate who will be between 28 and 38, 
fully qualified with at least three years’ in- 
dustrial experience. It will be an advantage to 
have had broad National or International 
experience, of a suitable kind. 

The post qualifies for a generous non- 
contributory Pension Scheme and a five-day 
week is worked. Applications should be made 
in writing, giving full details of age, experi- 
ence and salary to the Personnel Manager, 
PLAYTEX LimiTeD, Industrial Estate, Port 
Glasgow. 

(Applications are treated in strict confidence.) 


WHINNEY, SMITH & WHINNEY, 4b 
Frederick’s Place, Old Jewry, London, 
E.C.2, have vacancies for young Qualified 
Accountants wishing to broaden their 
experience in all branches of the profession. 
Good starting salary and prospects with 
opportunities to transfer abroad in due 
course. 


YOUNG MEN who have passed the recent Institute 
of Chartered Accountants Final examination and 
wish to gain wide experience with a firm with an 
international practice should write to: 

Broaps, PATERSON & Co., 

Moor House, 

London Wall, 

London, E.C.2. 


UNITED DOMINIONS TRUST LIMITED require 
YOUNG QUALIFIED ACCOUNTANT for per- 
manent appointment in London. Opportunity for 
service overseas occurs from time to time. Salary 
according to age and experience. Bonus and non- 
contributory pension scheme. Please write to the 
Chief Executive, Unrrep Dominions Trust LTD., 
51 Eastcheap, London, E.C.3. Applications will be 
treated in the strictest confidence. 


ACCOUNTANCY 
Back Numbers 


of almost all issues from 1955 
to date, and limited quantities 
of some earlier months, are 
available, price 3s. Od. post 
free, from ACCOUNTANCY, 


The Institute of Chartered 
Accountants in England and 
Wales, 

Moorgate Place, 
London, E.C.2. 


Requests for back numbers 
must be accompanied by the 
appropriate remittance. 


YOUNG CHARTERED ACCOUNTANTS 

A leading London firm of Chartered 
Accountants with an international organi- 
sation has vacancies for young Chartered 
Accountants, especially NEWLY QUALI- 
FIED men who have the ability and per- 
sonality to progress to responsible work. 
Vacancies exist in London, Birmingham, 
Leicester, Liverpool, Leeds, Manchester 
and Sheffield. 

The firm are particularly keen to fill these 
vacancies with young men who believe that 
the top positions in the profession, industry 
and commerce go to those who broaden their 
experience in the years immediately following 
qualification and who are determined to fit 
themselves for a successful career. The vacan- 
cies offer experience of most aspects of pro- 
fessional work and opportunities to travel 
abroad on short- or long-term assignments. 

Starting salaries are good and the prospects 
of early promotion are excellent. For men 
wishing to remain in the profession the firm’s 
staff policy provides for advancement to the 
highest levels, but those who wish later to 
enter commerce or industry would be given, 
where possible, introductions to first class 
openings. 

Applications should give full personal 
details and should be sent in confidence to 
Box No. 87, c/o ACCOUNTANCY. 


VACANCIES available for qualified Accountants 
in South America, West Indies, Rhodesia, Kenya, 
Far East and the Continent. Call Bootn’s AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


APPOINTMENTS REQUIRED 


AUSTRALASIA. Chartered Accountant desirous of 
playing a part in the opening up of a comparatively 
young country seeks appointment in the profession or 
commerce. Air Mail replies, please, to Box No. 90, 
c/o ACCOUNTANCY. 


FIT, INDUSTRIOUS, Loyal F.C.A. available Ist 
March, 1962, or earlier by arrangement. Wing Com- 
mander (48), experienced accountant/administrator/ 
staff controller, leaving R.A.F. own instigation seeks 
post offering scope and responsibility. Anywhere and 
anything within reason considered provided prospects 
good and minimum starting salary £1,250 p.a. is 
offered. Box No. 95, c/o ACCOUNTANCY. 


PRACTICES AND 
PARTNERSHIPS 


£5,000 available for purchase of Accountancy prac- 
tice in Northants by local Chartered Accountants. 
Ideal offer for sole practitioner seeking retirement or 
requiring employment with purchasers after realisa- 
tion of capital. Existing staff will be required. Box 
No. 92, c/o ACCOUNTANCY. 


CANADIAN Chartered Accountant available for 
English C.A. requiring representation in Canada. 
Leo GoopMAN, C.A., 102 Eglinton Ave. East, 
Toronto, Ontario, Canada. 


CHARTERED ACCOUNTANTS. Provincial firm 
desirous of appointing resident partner in their old 
established London Office seek contact with experi- 
enced Chartered Accountant. Would consider appli- 
cant already in practice. Enquiries invited giving 
personal particulars, details of experience and nature 
of practice (if any) in strict confidence. Box No. 94, 
c/o ACCOUNTANCY. 


TORQUAY DISTRICT. Small country practice for 
i . Box No. 103, c/o ACCOUNTANCY. 


MISCELLANEOUS 


Accountancy Tutors Ltd. 
offer private tuition by arrangement 
to Articled Clerks preparing for the 
examinations of the Institute, Inter. 
and Final. Apply to the Director of 
Studies, 10 Lincoln’s Inn Fields, Lon- 
don, W.C.2. (CHAncery 2989.) 


Chartered Final & Intermediate 
Full-time course prior to examinations 
HARGREAVES & MARSH 
24 Coleman Street, London, E.C.2 
MON 8345-2075 


BRONZE NAME PLATES, cream enamel letter- 
ing. Send required wording. Proof submitted. 
Mate, Engravers, 7a Bayham Street, N.W.1. 


MEETINGS—A Conference Hall, seating up to 480, 
and smaller rooms are available for company and 
other meetings. Apply Secretary, THE CHARTERED 


NAME PLATES FOR ACCOUNTANTS, in 
bronze, brass and plastics. Send wording and size 
for free estimate and layout to ABBEY CRAFTSMEN 
Ltp., Abbey Works, 109a Old Street, London, 
E.C.1. Tel. CLErkenwell 3845. 


RESIDENTIAL specialised tuition for the November 
Intermediate examination. A concentrated eight-week 
course in Sussex Mansion will begin September 17th 
offering first class individual coaching in ideal study 
surroundings. Limited vacancies. Five-day week. 
Apply Box No. 93, c/o ACCOUNTANCY. 


STOCKTAKING. Brinson Hoare Ltd., Specialist 
Stocktakers and Valuers. Qualified Staff. Moderate 
fees. 40 Birchington Road, London, N.8. (Telephone 
MOUntview 3136.) 


SUNNINGDALE. Main A30 adj. Bank. New First 
Floor Offices 1,000 sq. ft. incl. Cloaks. £500 p.a. exc. 
on lease. Ideal Professional user. BARTON & WYATT, 
Sunningdale (Ascot 680). 


TAXATION FORMS. A complete range from 17s.6d. 
per 100. Also COMPANY FORMS at competitive 
prices, e.g. Annual Return (Form 6a) our price 
42s. Od. per 100. Apply for lists to SHARPTHORNE 
Press Ltp., 25 Holborn Viaduct, London, E.C.1. 
FLE 0838/39. 
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“Long-term capital to finance fixed assets’ 
is the right financial advice 
to give growing businesses 


ICFC’s lively corporate mind can solve 


financial problems by providing 
the right form of capital—long-period 
loans on fixed terms, and/or 


share capital 


Shareholders: The English and 
Scottish Banks 


‘CAPITAL FOR BUSINESS’ will be sent 


on req uest 


Industrial & Commercial 
Finance Corporation Ltd 


LONDON 

7 Drapers’ Gardens, EC2 
National 8621/5 

and branches in industrial centres 
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Awful Warning 


Broken fibula! cracked tibia! How? Sol 


Smacked right in the middle of the Gran Via by a crazy, mixed-up, ice-cream tricyclist t 


Not insured? No! What a holiday you must have had! 
Extra cash for doctors, hospital, stretchers, solicitous hotel porters— 
must have cost pounds an aching minute ! 


Take me, now. I’m insured with Royal Exchange against injury when- 
ever I stir on holiday, business. Yet no tricyclist ever hit me. Mark 
you, if one did, I’d have soft foreign hands to smooth my brow. Better 
still, the Royal Exchange would pay me compensation. Not a bad idea, 
really... you never know. 


N.B. 


You should also have 

Royal Exchange travel insurance 
against loss of or damage 

to baggage and against medical 
expenses in case of iliness. 

It's always a good idea to send 
for a travel insurance application form 
even before you book your tickets. 


ROYAL EXCHANGE ASSURANCE 


ROYAL EXCHANGE LONDON E.C.3 


Published by THE INSTITUTE OF CHARTERED ACCOUNTANTS IN ENGLAND AND WALES at Moorgate Place, London, E.C.2, 
and Printed in Great Britain by THe SHENVAL Press, SIMSON SHAND Ltp., London, Hertford and Harlow. August, 1961. 
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